
Political stalemate and • !
Us economicfallout -..a

Nbrthemegposure

WhatNordic countries

y wantfrom theEC
^FagoaB-'

Britain’s unions

' * •

i 1*

CanJohn Monks lead them

backfrom the margin?
Pago 10 .

-, ^fivfiuel
han

'Pson.y
i<Oei

FINANCIAL TIMES
*
9

' • 1
..

,C* S

4,1 . .

v..-v

: ».-,v •

>. 1 V

»S-i

r,
”

nVv" i-si

r
-

.- ,V^of
'

7 .

13

Mb
of

'

";
ta

iirt

-

1
Hh S

V,
38iif

‘ V Jua

. /
;

• io; & (
“ ! -LG if. rjQ

H r>4

• * -ir'tjp;

; "-s iait

•"
-*'c Eat

a*

'•

:3C
’

‘rf st

irt

•
• - lT:^-

Sir

EMSsQrid

Guilder

DJfczrk

September 3, 1993

HAWKS
I

IIhamVaws

k V
— L.S."

The chart shows the membercurrencies ofthe
exchange rate mechanism measuredagainst the

.weakest currency in the system. After the reform

of the exchange rate inecfiaidsm ariAugust2,1993; *

one member currency con rise against another

by as muck as 15 percentage points in the system's

grid. The exception is die divergence between the

D-Mark and the Dutch guilder, which remain tied

to each otherm a 2.25per cent band.

Merck, the US’s biggest drugs company, has

run into a setback in its planned $6bn takeover

ofMedco Containment Services, the country's

largest mail-order drugs distributor, after the

Federal Trade Commission indicated that it planned

to scrutinise the deal more closely. Page 13

Reed Elsevier, international publishing mid
information group, has Anally realised its planned

purchase of Official Airline Guides, paying $417m
in cash for the airline schedules and hotels informa-

tion group. Page 14

Volvo: Sweden's centre-right government agreed

to a full merger between the country's premier

manufacturing company, and Renault, the state-

controlled French car and truckmaker due to

be privatised shortly. Page 16; Observer, Page II

Toronto SE launches index: The Toronto

Stock Exchange is to launch on October I an

index of 100 most actively traded stocks, designed

to help institutional investors measure Canadian

equity performance more accurately. Page 16

US widens Iraqi arms probe: The Clinton

administration is moving ahead with a broadened

investigation of the US role In Iraq’s arms procure-

ment network and has not ruled out the possibility

of naming a special prosecutor. Page 5

Iraqi PM sacked: Iraqi prime minister *

Mohammed Hamza ai-Zubeidi has been replaced

by fmanyy minister Ahmed Hussein Khudayyir,

who will retain the finance portfolio.

Union leader looks to US: John Monks, who

this week becomes general secretary of the UK’s

Trades Union Congress, wants to draw cm lessons

from the US labour movement in his efforts to

reverse the trend of declining union membership.

Page 6

Major faces test on taxes: UK prime minister

John Major was last night facing a new test of

his leadership as the Tory right stepped up rts

efforts to head off possible tax increases m the

November Budget. Page 6

California plans ballot change: Calfforma

nigrig to hold its presidential primary ballot earlier

in the year, giving it greater impact on the shape

of future US elections. Page 5

Japan to set lower Interest rates: Tjj®

Bank of Japan is on the verge ofreducing offici^

interest rates in an attempt to stimulate an ailing

economy and restore consumer and corporate

confidence, bank sources say- Pa£® 5

Paris seeks employment pacts TheFrench

government is to invite

to agree on the flexible working tfjjwterlioura

in an attempt to reduce the country's record u.7

per cent unemployment rate. Page 2

Mfla mark lowered: Algerian Nom^dum^
Morceli broke the eight-yeaMld world mUe record

held by Steve Cram of the UK mft
f

minutes 4439 seconds at a meetingm wen, taiy.
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Boost for AT&T in
bid for share of UK
telecoms market
(tftel, the UK telecommunications regulator,
has given the strongest signal yet that American

to compete
with British Telecom m the £15bn-a-year UK
telecommunications market.

AT&T to a seminar next month
rafled to discuss the terms on which competitors
should be allowed access to BTs network. Page 12

US investors turn to Europe: US investors
who helped drive the London stock market to
new peaks are turning their attention to other
European bourses, threatening to undermine
the UK equity market’s recent rally. Page 12

Romanians* short-cut to riches: More than
2m Romanians have sunk cash into a scheme
in the Transylvanian town of Cluj which takes
minimum deposits of Lei20,000 ($23) with a promise
to pay back eight times the amount in three
months. Page 12

European Monetary System: The Belgian
franc was the dominant feature of the European
exchange rate mechanism last week. It started
the week third from bottom of the system, sepa-
rated by 425 percentage points from the weakest
currency, the Danish krone. By the close on Friday,
it had fallen to second from bottom, only 220
percentage points separating it from the Danish
currency. The grid's currencies are diverging
in general: some 8.71 percentage points separate
the weakest and strongest, with the permitted
divergence being 15 per cent. Economics Notebook,
Page 13; Further rises for D-Mark, Page 2; Curren-
cies, Section II

Palestinian officials warn internal PLO agreement may take weeks

Israel confident on peace deal
By Andrew Gowera and Julian
Ozanne in Jerusatam and Mark
Nicholson in London

ISRAEL said yesterday that it

was on course to conclude deals
by next week on recognising the
Palestine Liberation Organisa-
tion and on Palestinian self-rule,

despite continuing haggling over
the terms governing recognition.

Israeli ministers t^ere united
after yesterday’s cabinet meeting
in proclaiming that the sole
remaining obstacles to signing
the two agreements were matters
of wording, not principle - in
particular the wording of a state-

ment to be issued by the PLO
dissociating itself from terrorism
and disavowing significant parts
of its founding charter.

As a measure of mounting con-
fidence within Israel over the
prospects of a real peace break-
through, stock prices on the Tel
Aviv exchange rose to a record
high yesterday, with the Mish-
tanim share index rising 10
points to close at 226.76.

However, Palestinian officials

in Washington cautioned that it

could take weeks for the PLO
push the outline agreement
through its internal decision-

making bodies. “The [PLO] exec-

utive committee is meeting
Thursday, after that the central

council. It is going to take some
time,” said one official.

Israeli and US officials have
both expressed the hope that the

“declaration of principles” gov-

erning early autonomy in the
Gaza and Jericho and covering
Palestinian empowerment else-

where in the West Bank could he

-signed in Washington on Septem-
ber 13, at the end of the present

round of peace talks.

Both sides are determined to

sustain momentum behind the

breakthrough agreement on lim-

Tensofl i of Israelis crowded into Tel Aviv's central square at the weekend in a rally to back the government’s peace efforts

ited self-rule for the Palestinians,

unveiled more than a week ago
after secret talks in Oslo.

Mr Yassir Arafat, the PLO
chairman, arrived yesterday in

Damascus to win public support

for the deal from President Hafez
al-Assad, having at the weekend
won (men backing from the main-
stream Fatah faction of the PLO
and from King Hussein, the Jor-

danian ruler. The Syrian govern-
ment has reserved comment on
the deal, which has been sharply
criticised in its official press.

"However, Mi- Arafat ' fold

Arafat steps up drive to win
Arab backmg ..Page 4

reporters before flying from Cairo

to Damascus: “We’re on the
verge of finalising this agree-
ment”
Mr Arafat is also seeking to

accommodate internal Palestin-

ian opposition to the agreement,
partly to expedite its approval by
PLO decision-making bodies, and
has sought a meeting with Mr
George Habasit leader of the

hard-line Popular Front for the

Liberation of Palestine.

He is then expected to visit the
Gulf, where he is likely to seek
both political and financial back-

ing for the agreement Gulf for-

eign ministers convened in

Riyadh yesterday to discuss the
deal
The Israeli government is

equally determined not to see

momentum lost “No one has an
alternative, ft is impossible to go
bade There is no going back,” Mr
Shimon Peres, foreign minister,

told Israel radio, -echoing a state-

ment made by Mr Arafat in his

first-ever Israeli television inter-

view on Saturday.
Mr Haim Ramon, health minis-

ter, said: “We have our difficul-

ties, internal difficulties, and
they [the PLO] have even more
difficulties. I want to believe that
we will be able to conclude in the

next few days.”

Israel has signalled it would be

happy to sign only the self-rule

agreement in a week's time in
Washington, but the PLO wants

Continued-on Page 12

VW orders inquiry into surge in Seat losses
By Christopher Parities

fn Frankfort

MR Ferdinand Pi£ch,
Volkswagen chairman, has
ordered an examination of the
books at Seat, following a rapid

and unexpected surge in losses at

the car group’s Spanish subsid-

iary.

He is believed to have commis-
sioned a special audit after

receiving reports of a looming
deficit at Seat this year of

DM800m ($482m) or more, and-

requests for an urgent DMlbn
cash injection.

The subsidiary, which was
taken over in 1986 and operates

some of the most modem and
low-cost manufacturing sites in

the group, lost DM180m last year

on sales of DMlObn.

The need for an investigation

adds to the burdens of Mr Pifich,

who is already weighed down by
a bitter clash with General
Motors of the US over allegations

of industrial espionage.

At the same time, he is battling

to restore his personal credibility

after having had to back away
from earlier promises that the

struggling VW automotive group
would return to profit this year.

Mr Pifich, VW chairman since

January 1, last Friday took on
extra responsibilities - for audit-

ing and government relations -

after discussions with the group's

supervisory board on measures
to save Seat
No rescue decisions were

taken, and a statement issued
after the sitting referred only to

“cause for concern” at Seat and

in North American and Asian-Pa-
cific markets.
Whatever the findings of the

audit, which will be reported
directly to Mr Pifich, VW appears

to have little alternative but to
step in with a salvage operation
which could wreck the chair-

man’s hopes of a successful first

financial year at the group.

VW lost DM1.6bn in the first

half, although the supervisory
board said on Friday that ft

expected a positive result in the

third quarter for the German par-

ent and the group as a whole.

The most likely source of cash
for Seat is an intra-group transfer

of DMlbn in return for which the
parent would take control of the
Spanish subsidiary’s Pamplona
plant, currently used to manufac-
ture VW-marque Polo cars.

The sale had already been
planned and now it seemed advis-

able to bring it forward. Seat said

at the weekend.

The company blamed its trou-

bles on the motor industry slump
and the devaluation of the
peseta, which had pushed up the

cost of imported parts. It made no
reference to the relative advan-
tages for selling prices or the
peseta’s loss of value.

In the first half of this year.

while VW group vehicle produc-
tion fell 19 par cent, output of
Seat cars tumbled 34 per cent.

VW has invested more than
DM4bn in its Spanish business in

the past two years, spending
mainly on a new lean production
factory at Martorell, and updat-
ing other sites.

In July Seat scrapped a joint

venture with Suzuki of Japan to

build 150,000 mini-cars a year in

Barcelona.

EC to probe

antitrust

allegations

against

Microsoft
By Louise Kehoe in San
Francisco and Geof Wheelwright
in Vancouver

EC\ competition authorities are
investigating allegations of anti-

trust violations by Microsoft, the

world's largest computer soft-

ware company.
According to Microsoft the EC

investigation stems from a com-
plaint filed on June 30 by Novell,

the leading computer networking
software company and Micro-
soft's arch-rival.

The allegations follow abortive

secret merger talks between the

two companies last year.

The Directorate General for

Competition (DG4) is currently
“assessing the merits of Novell's

allegations.” Microsoft said. “We
believe Microsoft has acted in a

legal and ethical maimer and we
look forward to presenting our
evidence to the Directorate-
GeneraL"
The EC antitrust investigation

mirrors a similar probe by the US
Justice Department, which
recently began a review of infor-

mation gathered over three years

by the US Federal Trade Commis-
sion. The Justice Department
intervened after the FTC was
deadlocked twice on whether to

take action against Microsoft

While under FTC investigation,

Microsoft made an offer to

acquire Novell for $12bn-$13bn.

In the UK. the Office of Fair

Trading has also looked into

charges of anti-competitive activ-

ities by Microsoft However, the

OFT is now believed to have
suspended its investigation in
view of DG4’s involvement

• Each company now accuses the

other of having failed to negoti-

ate in good faith. Novell is bitter

about what it sees as Microsoft's

use of the protracted merger
talks to slow its attempts to com-
pete in the PC operating market.
Microsoft says it was Novell that

dragged the talks out and finally

called them off.

Novell declined to comment
directly on its complaint, hut
acknowledged that it and “other
significant software companies"
have been involved in discus-

sions with DG4 about Microsoft.

The complaint is. however,
understood to charge that Micro-

Cootinned on Page 12

Further cuts in Japanese car

exports to Europe agreed
By Mtetuyo Nakamoto hi Tokyo

THE EUROPEAN Commission
and Japanese authorities agreed

at the weekend to cut the num-
ber of cars entering the European

Community from Japan this year

to 980,000 units, a fell of some
17.6 per cent from last year’s

level.

The deal, which was reached in

Tokyo after two days of intense

talks, goes much further than an
earlier agreement in April that,

given the weakness of the Euro-

pean car market, Japanese
exports to the EC should be

reduced by 9.4 per cent to l.09m

units.

agreement favours the EC
car industry at the expense of

Japanese makers, which were

hoping to keep the figure above

im units. Japan was, however,

able to win agreement that the

level of Japanese exports could

be adjusted mid-year, not only if

EC market conditions deterio-

rated substantially, but also if

they Improved.

The two sides reached an
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understanding only after a sec-

ond session of talks on Friday
extended throughout the night to

about midday on Saturday.
Exports to the UK are main-

tained under the new agreement
at 202300 on the grounds tint

market conditions are improving
there. Exports to France are to

fell to 69,000 from an initially

agreed 77,300, while those to Italy

are down to 38300 from 42300,

Spain to 29300 from 34300 and
Portugal to 39300 from 41,500.

Under a monitoring arrange-

ment aimed at gradually opening
up the EC market to Japanese

car exports, Japan limits the

number of cars it exports to the

EC to a mutually agreed leveL

This arrangement is due to end

with frill liberalisation in 1999.

The agreement in April was
based on a forecast by the Euro-

pean Commission that the EC car

market would fall 63 per emit

this year to 13m units. However,

EC automotive demand fell 183

per cent in the first seven

months of the year. The latest

agreement is based on mutual

CONTENTS

recognition that demand for cars

in the EC market will reach some
11.7m units in 1993.

Although the Japanese author-

ities had recognised the weak-
ness of car demand in the EC,

and were in principle agreed that

a reduction would be necessary,

they had at first resisted the EC’s
request, in part out erf fear of

setting an unwanted precedent
The Japanese car industry,

which has been under severe
pressure from weak demand in

its home market and fierce com-
petition in the US in the wake of

a higher yen, expressed a mix-
ture of concern and resignation.

“Our basic stance is that given

the weakness of the EC market,

it cannot be helped,” a Toyota
nffirial said.

It is unlikely Japanese car

exports would have been much
greater than the level agreed at

the weekend. Exports to the EC
were already down 16 per cent in

the first six months of the year.

France in veto threat, Page 2
Commercial vehicle sales, Page 8
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France may
veto farm

trade accord
By David Buchan in Paris

FRANCE yesterday revived its

threat to veto the European
Community’s draft farm trade

accord with the US unless sub-

stantial changes an? made to

the agreement
Over the weekend, a senior

French official warned that

France would tell its EC part-

ners at a meeting of the Coun-
cil of Ministers on September
20 that France would refuse to

sign the Blair House accord
unless agricultural discussions

with the US were reopened.

"Unless it is now reopened.”

the official said, “there will be
a crisis in September rather
than December" - the target

date for finishing the Uruguay
Round of global trade liberalis-

ation talks.

France in the next few weeks
will step up its campaign to

persuade the rest of the Com-
munity of the need to water
down the restraints on Euro-

pean farm exports agreed last

November.

Threat of veto
marks a
toughening of
the rhetoric

France wants to secure the

support of a majority of mem-
ber states at the Council of

Ministers meeting. But the
prospect of Paris using its veto

on the issue marks a toughen-

ing of Lhe rhetoric of the Baha-
dur government. In its five

months in office, it has sought
to negotiate itself out of its iso-

lation on agriculture, rather

than publicly brandish its veto.

“If the Commission does not
budge," said the official yester-

day, "we will invoke the Lux-
embourg compromise {the con-

vention by which a veto may
be used in defence of a vital

national interest].

“And if it does not budge,
the Commission, which is

charged with the solidarity of

the Community, will be respon-

sible for its breaking up-"

Mr Peter Sutherland, Gatt's

new director-general, is due in

Paris on Wednesday to see Mr
Edouard Bahadur. prime min-
ister, and is expected to warn
him that re-opening the Blair

House accord would be coun-
terproductive for Europe in

terms of winning new US con-

cessions. and would cause the
Uruguay Round to miss its

December 15 negotiating dead-
line.

In Bonn yesterday. Mr Klaus
Kinkel. German foreign minis-

ter, indicated he hoped France
would settle for a reinterpreta-

tion of the agreement rather
than renegotiation.

While Germany has made
sympathetic noises over the
French position, it has made
clear it does not want to
reopen the accord.

"We have had a delegation of
experts in Paris," Mr Kinkel
told German radio. “Perhaps
we will come to a point
through interpretations where
a change in the Blair House
accord will not be necessary."

He added that a solution might
be found before the September
20 meeting of EC ministers.

However. Mr Kinkel said he
understood France's opposition

to the accord, which entails a
21 per cent reduction in subsi-

dised farm exports.

France, which has sought in
particular to ensure the agree-

ment is compatible with the
EC's own farm reform. Is likely

j

to deny the need for haste on
agriculture when many non-
farm aspects of the Gatt negoti-

ations are behind schedule. It

will try to secure new conces-

sions by putting the onus on
other member states more anx-
ious than France about the
December deadline.

Meanwhile, French farmers,

who are planning mass demon-
strations on September 15, are

now accusing the government
of duplicity, of showing a
softer face on Gatt to France’s

partners than to France’s farm-
ers.

Labour minister proposes measures to combat France's record unemployment rate

Paris seeks pact on flexible working hours
By David Buchan

THE government of Mr Edouard
Balladur is to invite France's employ-

ers and trade unions to strike an his-

toric bargain on the flexible working
of shorter hours, in an attempt to

reduce the country's record 1L7 per

cent unemployment rate.

In an interview with the Financial

Times, Mr Michel Giraud, France’s

labour minister, confirmed he would
make the proposal when he and Mr
Balladur meet employers and union
leaders today to get their final views
on the government’s planned five-

year labour pact. The bill is shortly to

go before parliament
The conservative government has

responded to employers' demands for

more flexible labour patterns by set-

ting an annual, rather than weekly,
cap on working hours. But in a shift

from last spring’s election campaign,
in which it mocked Socialist calls for

shorter hours, the government is now
inviting employers to join unions in

negotiating a reduction in the 39-hour
maximum work week.

“I know that many unions are
much more positive about the 'annu-
alisation' of working hours if there is

the prospect of reducing these hours
overall," said Mr Giraud. "If compa-
nies which want the flexibility of ann-
ualised work limits are ready to make
an effort in reducing the length of

work, why not?"

This suggested trade-off is part of

Mr Giraud’s attempt to reverse
France's structural tendency to shed

jobs tester and to create employment
more slowly than most other leading

industrial countries. By July, there

were 3.2im unemployed, 21m, with

the loss of jobs in the second half of
the year still officially forecast to out-

strip the disappearance of 175,000 jobs

In the first half

The labour minister described the

priority the government was giving to

unemployment as "obsessional”,
reflecting society's widespread fears

about the problem. He cited a recent

survey showing that eight in every io

French schoolchildren feared they
would end up in the dole queue.
But in contrast to the piecemeal

approach of the Socialist government
which produced six labour laws in
five years, Mr Giraud claims his
catch-all programme for the next five

years will tackle France’s fundamen-
tal problems of high labour costs,

inadequate training, arid rigid prac-

tices, many dating back to the Social-

ist-led Popular Front of the 1930s and
before.

Measures Include a progressive
shift of family allowance charges from
the salaries of lower-paid workers to
the central state budget, a five-year

freeze on new welfare charges on pay-
rolls, and tax breaks for job-creating

companies, as well as deregulation. -

At the rhetorical level, France’s

new centre-right government iraists

on the need for the European Commu-
nity, even the Gatt world trade organ-

isation. to have social policies. But Mr
Giraud says: lama liberal, and we
don’t want to put social policy hand-

cuffs on ourselves, or others.”

In domestic political terms, Mr
Giraud, a member of the RPR Gaullist

party, insists that he is in no way
attacking France's "essential social

achievements". Indeed, he says he
would like to see stronger muons in

France, and in the priority which he
and Mr Balladur have given to "social

dialogue”, the imTQns “have a fhannp

to reinforce themselves”. He does not,

for instance, like to alarm the unions

by using the word "flexibility" too

much.
But he clearly approves of the con-

cept In May he proposed the govern-

ment should step in to help compen-
sate workers who took pay cuts to

avoid redundancies. He had to with-

draw the idea when some companies
were believed to be making false

threats of job cuts to get the state to

pay part of their pay cheques. How-
ever, his five-year plan contains a
clever modification of something even
more sensitive - France's minimum
wage, the Smic, which many experts

feel has helped price low-skilled work-
ers oat of the job market.
"We are not touching the structure

of the Smic," says Mr Giraud. “To do
that would needlessly stir up a con-

Giraud: wants stronger unions

frontstiDn." But the new law would
allow companies to pay young work-

ers below the Smic rate, if they devote

most of the saving to training the

lower-paid young. Another move
would be to start schoolchildren on
“pre-apprenticeships" from the age of
14~ instead of delaying all vocational
manual training until they leave
school at 16.

France still has no fewer than 72

labour laws dating from 1936-37, and
many of these need updating, says Mr
Giraud. One of these is a 1937 law

which, for bank employees, still

decrees two consecutive days of rest

This most banks cannot open

on a Saturday without closing on a

Monday - except for Credit Agricole,

which is now France's largest com-

mercial bank but before the war was

a closed mutual association.

Another anomaly, common to all

European countries, which Mr Giraud

hopes he can settle is Sunday trading.

The Virgin Megastore on the Champs

Elysfes has brought this issue to a

head by defying the 1906 law against

Sunday opening. Essentially, Mr
Giraud is passing this buck to local

prefectures, but with the clear indica-

tion that they should let shops in

tourist spots open on Sundays.

"Against clandestine employment, 1

am totally inflexible,” says Mr
Giraud, complaining that companies

which fail to give their workers

proper pay and social protection “dis-

tort competition" against law-abiding

companies.
But a subtler way of discouraging

travail nair is the draft law’s new

experiment of “ticket-service". The
idea is to encourage people into the

provision of part-time services.such as

running errands for the elderly, and

being paid for these services in tickets

bought at post offices. “There's noth-

ing wrong with services," insists Mr
Giraud, seeking to reverse his

countrymen's tendency to think that

only production counts.

Report predicts further rises for D-Mark
James Blitz on the likely effects of repaying Bundesbank for intervention

The central banks of France,T HE French franc. Dan-
ish krone and Belgian
franc have weakened in

recent weeks against the
D-Mark, as currency dealers

take the view that their central

banks need to reduce
short-term interest rates to

stimulate economic growth.

But foreign exchange ana-
lysts believe these currencies

could come under more pres-

sure in the next few months as
a result of their central backs'

reserve management
operations, in the wake of the
recent crisis in the European
exchange rate mechanism.

hi a report published today,

Idea, the market intelligence

group, says reserve manage-
ment should strengthen the
D-Mark over the next few
months.

Denmark and Belgium need to

buy D-Marks from the foreign

exchange market to repay the
Bundesbank for supporting
their currencies through inter-

vention during last month's
ERM crisis.

Under ERM rules, the Bund-
esbank would need to be
repaid within three months of

the intervention, giving these

central banks a repayment
deadline of mid-November.
The central hanks also need

to build up their foreign
exchange reserves if they are

to regain control over
short-term movements in their

currencies' exchange rates. In
France’s case, these reserves

were heavily depleted at the

height of the crisis.

As they buy D-Marks and

sell their own currencies, cen-

tra] banks will tend to have an
impact on short-term move-
ments in exchange rates. For-

eign exchange dealers, there-

fore, have been wandering
what impact this will have.

Idea calculates that there are
likely to be some DM75bn
(£30bn) of D-Mark purchases by
European central banks over
the next six months. *“To place

these flows in perspective, cen-

tral banks are likely to effec-

tively finance more than two
years worth ofGerman current

account deficits in the next six

months,” says Mr Alan Ruskin.
the report’s author.

The report suggests that
these operations put a cap on
the value of the dollar against

the D-Mark. But their impact
on European currencies will

depend on exactly how the cen-

tral banks manage their

reserve building operations.

Idea's report says the Bund-
esbank and the Bank of France
could, between them, buy
DM9Ibn of the German cur-

rency and sell FFr320bn
(£36.6bn) of the French cur-

rency, in a move that would
greatly strengthen the
D-Mark's rate against the
French franc.

But both central banks could
diversify the operations, using
other currencies to cap the rise

in the D-Mark. Instead of buy-

ing DM91bn. they could, for

example, buy SlObn (£6-5bn) of
the US currency and DM76bn
of the German. “The net effect

is still very D-Mark positive,"

says Idea.

The report suggests the

scope for central banks to

recoup reserves without hurt-

ing their currencies will be far

more limited than in previous

crises. In the old ERM system,

there was a propensity for the

newly devalued currencies to

move towards the top of their

ERM bands after a realign-

ment, on the expectation that

the new bands would last This

time, the widening of the ERM
bands and the expectation of

interest rate cuts means the
value of these currencies will

weaken in any event
The reserve transactions of

the central banks could also be
difficult to interpret if tbe
French authorities take advan-
tage of provisions to roll for-

ward borrowings under the
EC’s very short-term financing
facility.
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By Christopher BoUnski
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ERICSSON, the Swedish
telecommunications company
to expected to win a $i00m
(£6®n) defence telecommunica-
tions' contract from Poland. It

is the country's first such con-
tract to be awarded to a sup-
plier outside the former War-
saw Fact
- Mr Roman CzerwinBki, a dep-
uty industry and trade minis-
ter, said at the weekend at an
arms exhibition in Kielee that
the government would be tak-
ing the decision this week.
Under the contract Ericsson,

which was competing with
Marconi and Racal of the UK,
would produce mobile radio
network equipment under a
joint venture with the Unimor
factory in Gdansk. Deliveries
are to be spread out until the
year 2000.

Ericsson has so Car failed to
win big contracts to supply
civilian .telecommunications
equipment to Poland. Under
the country’s World Bank-fi-
nanced programme most of the
telephone systems in the lon-
ger term are to come from
three suppliers, of whom two,
Alcatel of France and AT&T,
the US group, have already
been chosen. Siemens of Ger-
many and Northern Telecom,
the Canadian company, are
competing to become the third
supplier.

Inflation

down but

strong in

Greece

Lira fall

boosts

Italian

exports
By Kerin Hope in Athens By Robert Graham hi Rome

GREECE’S year-on-year
Inflation rate dropped to 14-6

per cent last month, bom 15.7

per cent in July, raising hopes
that the government's target of

12 per cent by December can
be achieved.

Although the inflation rate

has gradually declined from a
peak of 16.4 per cent in March,
it is still more than four times

the European Community
average.

Progress in reducing infla-

tion has been slower than
expected, partly because of the

effects of price liberalisation in

the services sector.

The Organisation for Eco-
nomic Cooperation and Devel-

opment points out, in a new
report on the Greek economy,
that “inflation expectations

remain strong”, despite a
marked decline in both the

public sector borrowing
requirement and the current

account deficit.

The report said exchange
rate policy should be reformed

by annrumning in advance the

depreciation rate of the

drachma against other Euro-

pean currencies, so as to “rein-

force confidence in the govern-

ment's anti-inflation posture.”

The report forecast that

Greece's gross national prod-

uct would grow by about 1 per

rent this year, down from 1.25

per cent in 1992 but ahead of

the European average.

However, it warned that the

government could not afford to

relax its stabilisation policy

before an election due by next

spying

Revenues for the first eight

months of 1993 fell well short

of the budget target, despite

the Finance Ministry’s efforts

to curb tax evasion and speed

collection of tax arrears.

According to the national

accounting office, revenues

rose by 13.4 per cent against a

budget forecast of 26.4 per cent

THE INCREASED
1 competitiveness of Italian
exports, as a result of last Sep-
tember's lira devaluation, has
been confirmed by statistics

just published on trade for the
first six months of 1393.

In this period, Italy’s total

exports rose 19 per cent.

Within the EC, the Increase
was lower, at 11 per cent This
reflected both the depressed
state of most European econo-

mies and fierce competition
from other exporters, such as

the UK, which have also seen
currencies depreciate sharply.

Even so. with the EC absorb-

ing almost 60 per cent of Ital-

ian exports, the impact on
Italy’s terms of trade was sig-

nificant More exports, com-
bined with its recession-hit

economy, ensured a sharp
tnrnronnd in trade balance.

Istat, the national statistics

institute, said Italy recorded a
half-year overall smplns of

L8,611bn (£3.6bn), against a
L13,647bn deficit for the 1992

first half. The rise is reflected

in an improved performance in

all product sectors.

On a country basis, the most
spectacular change has been in

Italian-German trade, as a
result of a 30 per cent devalua-

tion of the lira against the
D-mark, in the first half Italy

recorded a smplns of L2,734hn

with Germany, its main trad-

ing partner, compared to a def-

icit of L3.995bn during the

equivalent period in 1992.

Also, given a strong depreda-

tion against the French franc,

Italian exports moved from a
Ll,689bn deficit to a L970tm

surplus.

In the case of the UK, the

increase was substantial, but

lower than those of Germany
and France. The trade balance

with the UK increased from a
L238bn surplus to Ll,453bn.

The UK is Italy's third largest

partner in the EC.
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to win Polish

Unimor, which makes TV
sets, would control two thirds
of the equity in the proposed
joint venture with Ericsson,
involving a S25m investment in
new technology.

Meanwhile Bofors, another
Swedish company, is renewing
pre-war links with Huta Sta-
lowa Wola, a large defence
works in south eastern Poland
which has for over a year been
selling components for produc-
tion of Bofors’ 40tnm gun sys-
tem.
Talks are under way on a

cooperation agreement to pro-
duce entire turrets for an
armoured combat vehicle at
the Polish works.

Bofors is also looking to the
Mesko arms works to provide
parts for its Bill anti-tank mis-
sile. Mesko already has a bar-
ter agreement with Thomson-
CSF, the French arms group
which is delivering artillery
fuses to the plant and is ai«n

interested in co-operating in
production of rockets and
rocket systems.
The Kielee arms fair is the

first of its kind in an area i

where around four-fifths of
Poland's arms industry is

located. The industry is suffer-

ing from a dearth of orders
from the Polish army as well
as a collapse of former Soviet
bloc markets. However, British

and US arms producers ware
conspicuous at Kielee by their
absence.

GM-VW
dispute

under fire

:
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A Sarajevo resident adjusts the power on the hydro power plant he has built to supply his home
with electricity and overcome the near-constant blackouts in the besieged rity

Mostar evacuation delayed
THE evacuation of some 50
wounded Moslems from the
south-west Bosnian city of
Mostar was postponed yester-

day for the second day
running, Bosnian radio
reported. Renter reports from
Sarajevo.

The radio reported yesterday
evening that a general alert

had been called in Mostar,
where it said the besieged Mos-
lem sector cm the east bank of

the Neretva river was being
attacked by Croatian forces

using multiple-rocket launch-
ers.

Croatian radio said the evac-

uation from Mostar had been
postponed until today because
of weather conditions.

However, a Reuter journalist

in Medjugoije, near Mostar,
quoted members of the United
Nations Spanish battalion
deployed in the area as saying

UN troops were awaiting the
arrival of Bosnian helicopters

that would fly the wounded to

Moslem-held towns.
The evacuation from Mostar

was arranged between Mos-
lems and Croats in *»vffhangp

for the airlifting of wounded
Croat soldiers and civilians

from Nova Bila in central Bos-

nia, where fierce fighting is

raging between the two former
allies.

THE HEADS of two German
car enmpanies at the weekend

criticised the public row
between rivals Volkswagen
and US-based General Motors

over alleged industrial espio-

nage as being damaging to the

industry generally, Reuter
reports from Frankfort.

Mr Bernd Pischetsrieder,

chairman of BMW, told Die

Welt newspaper: "There is

much more at stake than a loss

of image for the automotive
industry. Industry leaders in

general are coming under fire.”

Separately, Mr Wendeiln
Wiedeking, chairman of Ger-

man luxury sports car maker
Porsche, criticised the public

nature of the VW-GM dispute.

“It would be better for the

whole of the automotive indus-

try if the dispute between VW
and Opel had remained in

internal channels not been
fought in public,” Mr Wiede-

king told the Stuttgarter Zei-

tung newspaper on Saturday.

GM and its German subsid-

iary Adam Opel have accused

Mr Jose Ignacio Ldpez de
ArriortUa, VW's production
chief, and other former GM
managers of taking confiden-

tial documents from the US
group when they switched to

VW this year. Mr L6pez and
the others deny the charges.

Ukraine deal

with Russia

under attack
By John Lloyd hi Moscow

OPPOSITION is growing to

Ukraine’s agreement to sell its

half of the Black Sea Fleet, and

to return its nuclear warheads,

to Russia. Ukraine has thereby

put Itself into political crisis.

The agreement announced
by President Leonid Kravchuk

and President Boris Yeltsin

after talks on Friday, was
denounced over the weekend

by a Ukrainian minister, Mr
Valery Shxnarov. It was
described by a deputy premier

as “nothing short of a disaster”

and by Mr Vyacheslav Chor-

novil, head of the nationalist

opposition party, Rukh. as
“high treason".

Mr Kravchuk himself partly

defended, partly denied, his

alleged agreement to the deal
General Konstantin Morozov,
defence minister, said yester-

day that no agreement on the

sale of the Ukrainian fleet had
yet been concluded. Mr Krav-

chuk stressed that details of

both the sale of the fleet and
the transfer of the warheads

had to be worked out by joint
mwimlgginns.

Mr Yeltsin said after the

meeting that the cost of the
fleet would be set against an
estimated S2.5bn which Kiev
owes to Moscow for oil and gas
supplies.

The Russian president, In a
television interview on Satur-

day, rubbed the message home
by saying that Ukraine's sur-

render of ber share of the fleet

- agreed to be split last year -

was “forced but inevitable”.

The costs, he said, "will have
to be reckoned up. But we have
done our own reckoning
already. We aren’t losing by it,

and we'll have our own fleer.

Mr Kravchuk, who has
appeared in the past month to
switch from a line generally
hostile to Russia to one where
he favours closer integration,

now faces the hardest chal-

lenge of his political life.

Confronted with 40 per cent
inflation, falling production
and growing unrest in the
industrial areas - especially in

the Donbass coal and steel

region - he must now garner
support for a policy of alle-

giance with Russia, and a loss

of some of the strongly-ex-

pressed independence whose
spokesman he has been.
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Arafat steps up drive

to win Arab backing
By Lands Andonl in Amman
and Mark Nicholson in London

MR YASSER
Arafat. Pales-

tine Liberation

Organisation
chairman, is

intensifying
efforts to win Arab support for

his outline deal with Israel.

and to reach an accommoda-

tion with Palestinian opposi-

tion to the plan, before he

signs the historic accord.

Mr Arafat at the weekend
secured backing from the lead-

ers of the mainstream Fatah
faction in the PLO and won
full public support from King
Hussein, the Jordanian ruler,

who had demurred at the pact,

largely in anger at having been

left out of its formulation.

Yesterday, the Palestinian

leader arrived in Damascus for

the most important leg of his

present tour of Arab capitals.

In Syria, Mr Arafat will try

to talk President Hafez al-

Assad out of any reservations

be may have over the outline

agreement on Palestinian

self-rule, and will address
opposition to it among the rad-

ical Palestinian Eactions based

in Damascus.
Mr Assad has still made no

formal comment on the pro-

posed agreement, although dip-

lomats suggest that the Syrian

leader was affronted by Mr
Arafat's refusal to consult

Damascus during the secret

negotiations leading to agree-

ment with IsraeL

The Syrian leader has always

sought to exercise strong influ-

ence over the pace and course

of the Arab partners' negotia-

tions with Israel, and the sur-

prise announcement of a sepa-

rate PLO deal with Israel will

have come as a severe shock.

But Mr Assad's approval

could also be vital to softening

resistance within the 10
Damascus-based Palestinian

opposition groups to the deal -

something which in turn
would ease Mr Arafat's task of

pushing the deal through the

PLO's broader decision-making

bodies.

Israeli and US officials are

eager to see the outline accord

signed as soon as September
13, but Mr Arafat seems in no
rush to conclude, nor even to

win formal Israeli official rec-

ognition of tbe PLO, before he
has secured strong Arab back-

ing and an accommodation
with Palestinian opposition
groups.

Broadening Palestinian back-

ing is particularly important
since Mr Arafat's own Fatah
faction stipulated, after three

days of talks last week, that

the PLO-Israel deal must be
ratified by the PLO central

council, the 100-strong body
which represents most strands

within the Palestinian move-
ment A meeting of the group

is likely to be called within

Milk,

honey,

razor

wire
Mr Arafat still has to con-

tend with intense debate

within the PLO over how to

accommodate Israeli demands
without undermining the credi-

bility and legitimacy of the
organisation among the Pales-

tinian people.

Some PLO officials argue
that to meet Israel's terms
would require modification of

the 1968 PLO charter, articles

of which in essence call for the
destruction of Israel. But Mr
Arafat is likely to try to avoid

this, since any such amend-
ments would require conven-

ing the 400-member Palestine

National Council, the move-
ment's parliament-in-ezile.

which would provide a potent
Forum for opposition to the out-

line deal with Israel

Instead, Mr Arafat is work-
ing on a draft statement which
-would trigger Israeli recogni-

tion of the PLO, basing this cm
the argument that the charter

has been superseded by events

and by previous Palestinian

resolutions accepting the exis-

tence of Israel.

Julian Ozanue and
Andrew Gowers in

an unlikely

Promised Land
rr TAKES imagination to
conceive of the Gaza Strip -
360 square kilometres of des-

ert dotted with squalid Pales-

tinian refugee camps and
shanty towns - as the Prom-
ised Land. But that is what It

has become for 5,000 Jewish
settlers who live there in red-

tiled homes surrounded by
weD-tended lawns.

Mediterranean waves break
on deserted beaches, and fields

full of ripening vegetables and
high-tech glasshouses sprout
from the parched sand dimes.

A horse ranch offers pony-
trekking for tourists, and Jew-
ish settlers say they never lock
their homes and caravans. The
Palm Beach Hotel, which
caters for ultra-orthodox Jews,

even has a coffee shop called

Milk and Honey.
The seeming idyllic life

enjoyed by Jewish pioneers
who have settled beyond the

PLO supporters backing the peace plan brandish pictures of Yassir Arafat at a West Bank refugee camp yesterday

“Green Line" dividing Jews
and Arabs is slightly surreal,

however. The coils of razor-

wire and electrified fences,

and the revolvers on the hips

of many settlers, serve as
reminders of how tenuous fife

has been in the settlement of

Gosh Katif, surrounded by
800,000 Palestinians.

Now, under a plan for Pales-

tinian self-rule agreed in prin-

ciple by Israel and the Pales-

tine Liberation Organisation,
the settlers of Gaza face an
uncertain future. Many see
history repeating itself. They
predict that they will be sacri-

ficed in the end by the govern-

ment - just as tiie settlers in

the Egyptian Sinai desert were
when IsraeL in 1978, handed
back the land It had captured

in 1967. (At least 70 of tbe

Since 1796 *, we have taken a certain pride in believing thatfreedo?n is man's

greatest achievement.

A professionally

managed estate

is one way to assure

tbe best possible

conditionsfor

enjoyingfreedom.

Like all worthwhile
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,
it is

earned, it is protected

and it is developed.
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,
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individualfreedom.
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families who made a last stand

of civil disobedience at the

Yamit settlement in the Sinai,

before being forcibly evacu-

ated by Israeli troops, now live

in Gush Katif.)

“Morale could drop and peo-

ple wfll leave, so the govern-

ment hopes it will have less of

a problem down the road get-

ting the rest of the Jews out,”

said Mr Yosef Shomron, an
American who settled in Gush
Katif nine months ago, for a
mixture of Ideological and eco-

nomic reasons.

“We are very angry and
upset by the plan. There will

be resistance to leaving, like

in Yamit, and one or two guys
might go and shoot - but Jews
won't fight against other Jews,

There will be no enft of vio-

lence," he said, sitting outside

his prefabricated home.
Mr Shomron supports the

Each movement which wants
' to transfer all the 1.9m Pales-

tinians out of the occupied ter-

ritones. Others oppose the
self-rule plan for religions rea-

sons. They believe that Gaza,
Judea and Samaria (otherwise

called the West Bank) are part

of the biblical Eretz Yisrael

(land of Israel).

“There will be no peace.

Arab will kill Arab and they
will turn their violence
against the Jewish state,” said

Mrs Roberta Bienenfeld, a

Debt rescheduling

‘urgent’ for Algeria
By Francis Ghdds

MR Mourad Benhachenhou, a
strong believer in the need to
reschedule Algeria's $26bn
(£l7bn) foreign debt, was
appointed at the weekend as

finance minister in the Alge-
rian government of Mr Redha
Maleic, named prime minister
two weeks ago.

Mr Benhachenhou was
Finance Ministry sec-
retary-general in the 1970s and
Algerian representative at the
World Sank. After eight years
there, he was sacked in the
spring of 1991 and conducted a
vitiolic campaign in the Alge-
rian press against the team
which, around Mr Moitioud
Haxnrouche. then prime minis-
ter, had launched radical
reforms in 1989-1991 aimed at
freeing the management of the
country’s economy.
The new minister recently

wrote: “Rescheduling becomes
urgent, of little cost if you com-
pare it to the alternative of
total economic collapse threat-
ening our country if the
self-imposed policy of strangu-

lation continues."

Talk of rescheduling the
country's foreign debt has long
been a taboo in Algeria. Seek-
ing an accommodation with
the International Monetary
Fund and leading creditors
such as France is the most
urgent task confronting the
new government - annual
repayment of principal and
interest payments absorb three
quarters of Algeria oil and gas
export income.
Mr Benhachenhou is one of

two key appointees to the new
government after the sacking
of Mr Belaid Abdessalam as
prime minister. Colonel Selim
Saadi, a respected former mili-

tary commander and agricul-

ture minister, takes on the
interior portfolio. He Is a close
political friend of Mr Malek.
General Lamine Zeroual

retains the defence portfolio.
The new minister of energy is

the former deputy finance min-
ister, Mr Ahmed Ben Bitour,
while the foreign portfolio goes
to Mr Mohamed Salah Dembri,
a diplomat and former profes-
sor of French literature.

Nigerians
killed in

Somalia
SEVEN Nigerian
peacekeeping troops with the
UN and at least 15 Somalis,
some of them women and chil-
dren, were killed yesterday
when a patrol tried to shoot its
way free of gunmen loyal to
the Somali warlord General
Mohamed Farah Aideed, Reu-
ter reports from Mogadishu
Somali gunmen also cap-

tured two Nigerian peace-
keepers In the worst attack on
the 25,000-strong UN army in
Somalia since August 8, when
four OS troops were killed in
an ambush.
The Nigerians, who bad been

surrounded by angry Somalis
along a city road, were killed
before they could retreat, resi-
dents said. Nearby Italian
other UN troops were reported
as having been prevented from
helping them by bunting bar-
ricades and mobs-
The latest attack raised the

UN death toll to 46 since June
5

’ G*11 Aideed’s support-
ers killed 24 Pakistani UN
troops at the start of a cam-
paign against UN control of
Somalia's rehabilitation.

Strikes

paralyse

Malawi
A WAVE of public sector
strikes has brought ministries,
hospitals and airports to a
standstill in Malawi. Post office
and telecommunications work-
ers are threatening to join tbe
dispute this week, writes
Nicholas Young in Lilongwe.
Civil servants demanding

wage rises of more than loo per
cent have been on strike since
Thursday, and Lilongwe air-
port remains closed after
action by traffic controllers.
The government claims to

have a settlement with Haaiih
workers, but clinical officers at
Blantyre's Queen Elizabeth
Hospital say they are treating
only emergency cases, and hos-
pital administrators are in dis-
pute with mmflgwrnanf

Popular expectations have
been raised by the result of the
referendum in June or
Malawi’s constitutional future.
A majority voted In favour of a
multi-party system of govern-
ment. President Hastings Ban-
da's Malawi Congress party, in
Power for 28 years, is negotia-
ting with opposition groups a
general election timetable.

lin

translator who has lived here

for 12 years. “God Is taking

bis revenge against the state

of Israel and all its unbeliev-

ers. We hope the plan won’t go

through so we can keep our

land that God gave us."

Some settlers are more prag-

matic. Mr Michael Gold-

schmidt, an immigrant from
South Africa and one of the

founders of Gush Katif, has

invested more than Shklm
over 16 years in an agricul-

tural business growing cherry

tomatoes and flower bulbs in

greenhouses for export to the

US and Europe. He said he
would be prepared to leave if

the agreement with Palestin-

ians delivered “real peace to

Israel". “We are very happy
here hot we will have to give

up one day,” he said, watching

a group of Palestinian workers
wash his flower bulbs.

But even more moderate set-

tiers. such as Mr Goldschmidt,

are bewildered by the agree-

ment; “We built everything
here out of sand. It was noth-

ing before we came. Why do
we have to give it up? We
fought for h and captured it.

Israel is a small country -

there is no gold here, so why
do the Arabs want our land?
We have nowhere else to go.

But we have to give it back
because we are weak and we
are Jetts."
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Clinton goes campaigning on all fronts
President is trying to make
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or Algeria

•RESIDENT BUI Clinton's fWW5in°ltei5£
te thfiSuggle top?s his biufeet Now he has St bin?

self an ambitious autumn agenda to
mate -up for lost time, and even b£
?“** supporters are won-

denngtf be has the capacity to carry
it nut
•.Congress returns to Washington
gs week to wrap up the unfinished
business of its last session - the

Wr confirmation of Dr Joycelyn Elders
to te-surgeon general, and a new
national service programme - and
.already Mr Clinton is preparing to
put more indigestible meat on its
plate.'

Tomorrow Vice-President A1 Gore
will unveil the results of his review

federal government's manage-
ments structures and procurement
processes, a report dubbed “Rein-
venting Government" which U
expected to produce substantial
savings as well as civil service job
cuts.

Next week, the White House is
expected to submit to congress legis-
lation implementing the North
American Free Trade Agreement
with Canada and Mexico, raising the

.

curtain on a battle that has alreadyW bitterly divided the Democratic
party.

Just one week later, probably on

up for time lost on the budget battle, writes George Graham
September 22. Mr Clinton will
announce the outlines of his propos-
als for reforming the US health care
system - a massive undertaking that
jnany politicians believe would on
its own amply occupy a whole presi-
dential term.

And foreign affairs may demand
Mr Clinton's attention, with the pos-
sibility of a Middle East peace agree-
ment. the likelihood of continued
gnef in Bosnia, and the challenge of
his first speech to the United
Nations general assembly.
Mr Clinton on Saturday defended

his determination to advance on all

fronts at once.

“Health security, expanded trade
and reinventing government really
aren’t separate goals. They are part
of a comprehensive strategy to pro-
mote long-term growth, increased
incomes, more jobs and a stronger
American community," he said in
his weekly radio speech. “These
pieces must all fit together."
But critics say that by trying to

play too many tunes at once, Mr
Clinton may be ignoring a lesson
most Americans learn before they
are six from “Sesame Street", the
educational television programme:
you've got to put down, the ducky if

you want to play the saxophone.
The Gore report offers the best

prospects of immediate dividends.

White House officials say around
two-thirds of Mr Gore's proposals,
can be implemented by executive
order, without going through Con-
gress.

But elements which would require
legislation - such as a proposal to

move the federal government to bud-
geting over two years rather than
one, as 21 states already do - are
unlikely to make any headway in

Critics say the
president is

attempting to

play too many
tunes at once

Congress.

Perhaps the greatest danger of the
Gore report is excessive expecta-
tions.

The Washington Post reported yes-

terday that Mr Core would aim for

savings of $i08bn over five years,
including $22bn from simplification

of government purchasing rules. It

also said 252.000 civil service jobs
would be eliminated, with “buy-out"
incentives offered to encourage vol-

untary departures.

Some administration officials say.

however, that Mr Gore wants to
avoid overreaching and will claim

much smaller savings, as well as
warning that it will take years to
implement all of his proposals.

The review is expected to recom-

mend halving middle management,
aiming for a ratio of one supervisor

to every 15 workers, instead of the

current ratio of one to seven.

Nafta is a much more controver-

sial element of Mr Clinton’s autumn
agenda. Many of his fellow Demo-
crats hotly oppose the treaty, which
they believe will lead to the transfer

of US jobs to Mexico.
Even those who support Nafta in

the abstract wonder why Mr Clinton
should waste political capital fight-

ing for a treaty negotiated by his

predecessor, alienating in the pro-

cess important Democratic constitu-

encies such as the trade unions.

Mr Robert Matsui, the leading
Democratic cheerleader for Nafta in

the House of Representatives, com-
plains that even his wife, who heads
White House efforts to rally grass-

roots support for the treaty, will not
say Nafta is her number one prior-

ity. That number one priority for

most Democrats, including the
White House, is healthcare.

The reform may be controversial.

Many Democrats still favour a

national system like Canada's rather

than the managed competition

espoused by Mr Clinton, under

which employers would be encour-

aged to group themselves in pur-

chasing co-operatives in the hope
that they will be able to negotiate

cheaper and more comprehensive

insurance.

Elements of the plan are likely to

foce fierce opposition from busi-

nesses , trade unions and industry

lobbies, but health care reform is

absolutely essential to Mr Clinton’s

programme — the country demands
it - and he should receive support in

Congress not just from the core of

his fellow Democrats but from many
Republicans.
The biggest doubt about Mr din-

ton's ability to reach these separate

goals stems from the political style

he displayed in his first six months.
His willingness to compromise if

opposed has encouraged most mem-
bers of Congress - not just political

heavyweights like Senator Sam
Nunn of Georgia but novices like

Senator Patty Murray of Washington
- to believe they oan safely humili-

ate the president in any trial of polit-

ical wills.

That belief may now be impossible

to dispel, and will handicap Mr Clin-

ton when the time comes to fight for

his proposals. Bill Clinton: determined
Reuter

NEWS IN BRIEF

GDP up 10.4%
in Malaysia
MALAYSIA'S gross domestic product grew by 10.4 per in the
second quarter, writes Kieran Cooke in Koala Lumpur. This
compares with 9.6 per cent in the same period last year and 7.6 in
the first quarter, according to the central bank. Growth for the
year could now average out at more than 8 per cent, analysts
think.

Manufacturing output rose 17.4 per cent in the second quarter.
Agricultural production went up 8.1 per cent, mainly thanks to

palm oft.

US textiles demand angers China
China has said US demands for stricter penalties in a new textiles

agreement violate bilateral and International trade pacts, AP
reports from Beijing.

Ms Jennifer Hillman, of the US trade representative’s office,

said on Saturday that China must crack down on transshipment
of its textiles through third countries before a new agreement
could be reached. Otherwise, the US could limit textile imports
unilaterally whenever Chinese goods were found to cause market
disruptions.

Argentina records zero inflation
Argentina's inflation rate fell to zero hi August, its lowest level in

25 years, writes John Barham in Buenos Aires. Inflation so far

this year has fallen to 53 per cent - almost a third less than in

the Brst eight months of last year - and official forecasts put next

year’s inflation rate at 4-5 per cent

New banks to open in Mexico
Mexico has approved the charters of five new commercial banks

in an attempt to Increase competition in the nation's recently

privatised banking system, writes David Luhnow in Mexico City.

The new banks are Banco Inbursa, Banco Promotor del Norte,

Banco Interacciones, Banco Quadrum and Banco MIfeL All except

Banco Promotor del Norte are eyeing the nationwide market

California plans earlier primary ballots
By George Graham
hi Washington

CALIFORNIA plans to hold its

presidential primary ballot
earlier in the year, heralding a
profound change in the shape
of future US elections.

The state senate last week
voted for a bill that would
move the primary to March
from June, and both the

assembly and Governor Pete

Wilson are expected to give

their approval this week.
Although by far the most

populous state, California has
had relatively little impact ou
the selection of presidential
candidates in recent years,

because its primary has been

one of the last to take place,

usually after each party
already has a dear winner.

“The truth is California has

essentially been left out of the

presidential nominating pro-

cess since 1972. It’s the big-

gest most diverse and argu-

ably the most important state,

and it would certainly dimin-

ish anything else happening In

March," said Mr Bill Carricfc,

a Democratic political strate-

gist who has worked on both
presidential and Californian
rampaigrm
The March 26 date chosen

for 1996 would probably still

put California's primary later

than the Super Tuesday dus-
ter of southern states, and
latex than Illinois and Michi-

gan, but before several impor-
tant states such as New York,
Pennsylvania and Ohio.
"Two weeks after Super

Tuesday and one week before
New York - it’ll be big,” said

one California state Republi-
can party offidaL
Mr Bob MnlhoDand, of the

state Democratic party,
believes other states will fol-

low California's lead and hold
their primaries earlier, effec-

tively compressing the entire

nominating process into three

months.
“If in 1996 we have a pri-

mary season running from
February to early April, I

think that’s good for every-
body, and especially the con-

tributors," he said.

US Iraq arms probe will

go on despite trial move
By Alan Friedman in New York

THE CLINTON administration

is moving ahead with a broad-

ened investigation of the US
role in Iraq's arms procure-

ment network and has not
ruled out the possibility of
•naming a special prosecutor, a
senior Justice Department offi-

cial said at the weekend.
Mr John Hogan, a special

assistant to Miss Janet Reno,
the US attorney-general, said

that last week's decision to

cancel the Iraqi loans trial

involving the Atlanta branch
of Italy’s Banca Nazionale del

Lavoro (BNL) should not be
seen as ending US efforts to

probe arms-to-Iraq charges.

“My investigation is an on-

going one dealing with the
Iraqi procurement network and
concerning anyone involved,

whether in goverment or out,

whether a current or former
official," he said. Mr Hogan,
who also heads the Clinton
administration’s inter-agency

BNL task force, stressed that

recent US media reports sug-

gesting a special prosecutor
had been ruled out were
wrong. He said: “No determina-

tion has been made yet"
Democratic members of Con-

gress last year demanded the
naming of a special prosecutor

to examine allegations that

Bush administration officials

had been involved in criminal

wrong-doing in connection
with US policies towards Iraq.

The Bush, administration
rejected the idea shortly before

leaving office, but President
Bill Clinton promised that Miss
Reno would re-evaluate the
charges.

Last Thursday, an agreement
was reached allowing Mr
Christopher DrogouJ. the for-

mer BNL Atlanta manager, to

plead guilty to only three of
the original 347 charges
against him.
Mr Drogoul. who made $5bn

(£33bn) of loans that helped to

finance Iraq’s nuclear and
chemical weapons pro-
grammes, had been due to
stand trial this week.

Sihanouk may
return to throne
By Victor Mallet in Bangkok

PRINCE Norodom Sihanouk,
Cambodian head of state, may
be reinstated as king under a
constitution to be adopted next
week. After a weekend of con-

fusion, palace officials yester-

day released a faxed letter

from Prince Sihanouk to his

son suggesting he might be
persuaded to ascend the
throne.

Prince Sihanouk yesterday
also abruptly reversed a deci-

sion made only hours earlier to

sever ties with the United
Nations Transitional Authority
in Cambodia (Untac).

UN officials and western dip-

lomats are not only exasper-

ated by his frequent changes of
direction, but concerned that

the new constitution being
drafted by parliament after

UN-organised elections in May
will not do enough to uphold
democracy and human rights.

Before his overthrow in a
coup d’6tat in 1970. Prince Siha-

nouk was known for his pater-

nalism and cavalier treatment
of democratic institutions. His
friendships with the leaders of

North Korea and China, where
he spends much time, have not
improved his international rep-

utation.

He is now in Beijing, and has
invited the Untac chief, Mr
Yasushi Akashi. to meet him
there on Friday.

Japan set

to lower

interest

rates
By Robert Thomson in Tokyo

THE BANK of Japan is on the
verge of reducing official inter-

est rates in an attempt to stim-

ulate an ailing economy and
restore consumer and corpo-

rate confidence.

After an apparent leak from
the central bank, Japanese
media widely reported yester-

day that the official discount
rate (ODR) would this month
be cut from 2.5 per cent to 2
per cent, a post-war low.

The bank is scheduled to

release its quarterly survey of

business, the tankan, this

week, and bank officials are
concerned that a lack of confi-

dence in the economy is

prompting companies to cut
capital investment targets.

Mr Yasushi Mieno, the
bank's governor, is known to

be reluctant to set a new ODR
low. but the recent apprecia-

tion of the yen has further
undermined corporate confi-

dence and delayed a recovery.

Japan's new coalition gov-
ernment has been urged by
business groups to cut income
taxes or the ODR to stimulate

the economy, but the finance

ministry has resisted a tax cut,

arguing that revenues have
fallen sharply in the past year.

The seven coalition parties

are divided over interest rate

policy. Some members of the
Social Democratic party, for-

merly the Japan Socialist

party, argue that a fall in rates

will hurt old people dependent
on savings for income.
There has also been concern

in the government that
another rate cut. the seventh
in two years, would lead to a
surge in asset prices and
unfairly benefit banks, which
are likely to profit from the
rate spread.

But the government is under
pressure from trading partners

to prove that it is attempting

to rekindle growth. The cur-

rent account surplus has
expanded for 28 consecutive
months, and Mr Morihiro Hoso-
kawa, prime minister, would
like to take along a rate cut or
some other initiative when he
visits the US late this month.
The lack of consumer confi-

dence highlighted by falling

retail sales was also reflected

in a survey released yesterday

by the prime minister's office.

Only 4JB per cent of 10,000 peo-
ple surveyed thought their life

had improved over the past
year, down from 7.3 per cent
While the weakening econ-

omy has undermined con-
sumer confidence, the annual
survey found that an accompa-
nying reduction in overtime
led to a fell from 393 per cent
to 37.9 per cent in respondents
who felt that they had no spare
time.
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Missing the unemployment-deregulation link Cumulative change in total employment since 1978

THE DEBATE about how to tackle high

unemployment has taken a peculiar turn

in recent months. The British government,

with the help of the European Commis-

sion, has- appeared able to characterise

persistent unemployment as a peculiarly

continental European problem; a product

of sclerotic and over-regulated labour mar-

kets. The US and the UK are thus absolved

from continuing blame. Yes, unemploy-

ment in these countries was higher in the

IflStts than in previous decades. But by

embracing an agenda of labour market

deregulation, or “fleribnity”, they claim to

have found the solution.

This is certainly the approach that the

UK plans to take both in Europe and in

the run-up to President Bill Clinton's

autumn unemployment summit Its recent

submission to the EC’s review on competi-

tiveness in Europe stated: “There has been

an upward trend in EC unemployment

from cycle to cycle since the late 1960s and

an Increasing proportion of long-term

unemployed people. This is evidence of

inflexibility in, and over-regulation ol.

labour markets. These factors deter
employers from taking on new employees

and HpmflgB job creation."

But the reality of the Anglo-Saxon
labour market performance in the 1980s is

different from this rhetoric. First, while

the record of the US economy in terms of

creating jobs has been superior to that of

continental Europe, the UK's record has

been less impressive. Over the period

1982-90, UK employment grew by an aver-

age L5 per cent a year, ahead of 0.9 per

cent in the EC as a whole, although

behind the US rate of 2J. per cent a year.

But Britain’s peculiarly turbulent recent

history has destroyed the employment
gains? that deregulation might have deliv-

ered, as the charts show. Both the US and

French economies have steadily been
adding new jobs since 1978, although at a

much slower pace in France. The UK, by

contrast, has experienced an employment
rollercoaster: between 1979 and 1983,

employment fell by 1.4m; the Lawson
boom then replaced these lost jobs and

added a net lAm more; but since 1990, the

subsequent recession has removed the

bulk of the gains, leaving a net addition

since 1978 of less than 500,000: 200,000

fewer than France. Over the period

1979-92, US employment grew for 19 per

cent, French employment by 3 per cent

and UK employment by 0.4 per cent.

More important, this employment
growth has co-existed with persistently

lower male employment in both
Anglo-Saxon countries. On average over

the period 1382-90, and thus excluding the

effects of either British recession, 9.7 per
cent of British workers were unemployed
according to the OECD, higher than in

both the US and France. But rising unem-
ployment is only part of the story. Male
labour force participation in the US and
UK has dropped sharply over the past two
decades as many have shifted from being

“unemployed" to “economically inactive".

The common characteristic of these two

groups is that they do not have jobs; all

can be classified as “non-employed". On
average in the 1980s, 12 per cent of US
males aged 25-54, and US per cent of UK

prime-age males were out of work com-
pared to only 9.1 per cent in France.

The Anglo-Saxon economies have
achieved one notable success: by encour-

aging the creation of relatively low-wage
sendee sector jobs which the male non-
employed have shunned, they have deliv-

ered many more employment opportuni-

ties for women who want to enter the

labour market Over the period 1983-90,

female employment in Britain grew by 22

per cent compared to 8 per cent in France.

The proportion of women of working age
who have jobs rose to nearly 60 per cent in

both Britain and the US on average in the

1980s, compared with less than 50 per cent

in France and Germany.
But neither the US nor the UK experi-

ence suggests that a deregulated, more
“flexible", labour market means lower
mate non-employment So the British gov-

ernment’s willingness to sing the praises

of Anglo-Saxon style labour market dere-

gulation seems misplaced.

Edward Balls
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113
113
103
8.8
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63
a7
93

1003
118.1

1413
1443
124.7

98.1

683
70.4

101.7

1043
109.1

1073
1043
102-6

106.3

1103

1985
1988
1087
1988
1989
1000
1991

1992

2.8

1.7

32
4.4

3.7

7.4

7.5

7.3

6.0

6.9

605
80.1

61k
62k
63.7

1134)
114.5

117-4

117.8

116.9

-S3
-33
-S3
-53

-02
-62
-7.7

S.1
-43

2.1

22
23
2.3

127.1

121.1

1153
115.1

1213
1223
122.4

125.7

-43
-23
13

-4.7

-42

-13
-1.3

-43
-8.6

-83

4.7

43
5.1

53

271.4

258.7

233.7

210.9

2063

112.1

1093
107.1

107.4

1103

-03
-0.4

-1.4

-0.1

1.0

0.7

-03
-23
-3.5
-42

103
10.4

10.7

113

108,4

1103
1023
97.1

109.8

108.7

107.4

1053
105.7

93
23
2.7

-0.7

-2.1

-83
-43
-43

103
10.1

9.3

0.1

112.7

1113
111.4

114.1

13
as
13
33
3.1

-02
-03
0.7

13
23

9.7

lOI
104
103
104

693
69.9

71.5

733
74.1

1093
108.4

1105
114.4

114.5

tod qtr.1092

3rd qtr.1992

4th qtr.1992

1st qtr.1993

2nd qtr.1993

7.6 113,8 -63 -3.9 2.1 1262 1213 -63 -3A 4.7 2673 112.1 -13 03 10.4 1159 1093 -4.7 -33 tufa. 112.7 03 -2A 93 693 1093 1992 June
\£

114.6 -1.0 -8.4 22 122.7 121.4 -4.6 -32 4.8 2623 1113 -2.6 -0.6 10.4 1123 109.6 2.3 32 n_a 1122 39 -1.3 103 713 108.7 July
22 -43 -8.1 22 1193 121.5 -13 -0.7 43 2603 111.0 -03 -03 103 111.7 1083 13 -13 113. 111.7 13 02 10.1 707 1083 August
1.9

- -5.4 -42 22 121.1 1223 -02 -13 43 2523 109.8 13 03 103 1073 108.7 S.1 -4.4 oa. 1113 23 0.1 103 073 108.4 September
09 23 1163 1223 -23 -3.6 53 243.4 1083 01 0.4 103 105,9 1083 23 -13 na. 1113 2.1 03 102 68.7 109.1 October
22

117.1 -5,7 -8.6 23 1103 1223 13 -S3 S.1 2323 107.5 -53 -33 10.7 1023 1063 5.7 -5.7 no. 1113 13 03 10.4 713 109-7 November
32

117.4 -7.4 -73 2A 1183 122.4 43 -43 52 223.9 107.1 13 -43 10.9 983 107.4 -02 -4.4 oa. 111.4 1.0 0-7 108 74.7 1103 December
4.0

1183 -33 -73 23 1093 1233 -73 -9.1 5.4 214.1 1063 -0.1 -5.2 103 973 108.7 113 -33 njL 1113 33 1.5 107 72-8 1123 1993 January
4.6

1173 -5.3 -53 23 1123 124.1 -4.7 -113 53 210.1 1063 -43 -23 113 97.1 106.1 -45 -43 na 1133 23 1.6 106 700 113.3 February
4.4 -32 -2.0 23 123.1 125.7 -23 -8.5 5L7 208.4 107.4 4.1 -33 112 963 1053 -4.7 aa. 114.1 4.0 13 103 74.6 114.4 (March
4.3

116.7 -4.1 23 109.0 1263 -2.4 -9.0 S3 2092 1073 03 -5.1 114 95.4 1063 -3.6 rv& 1143 2.7 1.0 10.5 74.8 114.9 April
3.9

118,7 -43 23 102-1 1273 -83 -82 53 206.0 1083 -33 -33 113 893 1063 -43 IL& 115.0 23 33 10.4 743 115.0 May
3J3

63.1 1163 -4.8 -4.1 -6.6 2053 1103 53 -4.0 105.7 -33 IUL 33 33 10.4 72.5 114.5 June

3.6
-4.6 aa. 4.4 July
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Foreign orders already surpass last year’s record of £5.2bn

Arms exports ‘a great success’
By Davfd Whfte

FOREIGN orders for British

weapons so far this year have
already surpassed last year's

record of £5.2bn, Sir Alan
Thomas, the Ministry of

Defence's export chief, said

yesterday.

Describing the export perfor-

mance as “a great and unsung
success story**, he vigorously

rebuffed suggestions that the

government had been lax in

vetting where its arms went.
Sir Alan, who has not been

called to testify to the Scott

inquiry into supplies of arms
and related equipment to Iraq

in the 1980s, said it was "non-

sense’* to depict Britain as a
big supplier to President Sad-
dam Hussein.
The UK had come "a very

poor fifth" among the world's

five main arms-producing
nations in supplying Iraq

between 1985 and 1990. he aid,

adding that it had not sent

lethal equipment
“No other country in the

world has a more responsible

policy or practice," he said He
added that the UK obeyed
international controls and reg-

ulations on arms sales “both to

the letter and in spirit".

Sir Alan, who heads the
MoD's Defence Export Services

Organisation (Deso), was
speaking at a preview of the

Royal Navy and British Army
Equipment Exhibition at
Aldershot, Hampshire.
He emphasised the MoD’s

increasing reliance on export
customers to help defray the
cost of its own weapons. “Our
future capability depends on
our export success," he said.

Officials expect the UK’s
share of the international
defence market to exceed the

20 per cent it reached for the
first time last year. This year’s

export figures had been
boosted by the sale of 48 Tor-

nado bombers to Saudi Arabia,

expected to be worth some
£4bn including spares and sup-
port

The UK ranks as the world’s

No2 arms exporter after the
US.
Despite rising exports, the

exhibition reflects the general
decline of the UK defence
industry.

Exhibitions of British land
and sea weapons were previ-

ously held separately in alter-

nate years. The decision to
merge them was made two
years ago after a naval show
which was judged to have too

few exhibitors to be worth
repeating. However, this year’s

combined show, organised by
the Deso and paid for by indus-

try. is If anything even
smaller.

Open to invited guests only,

it presents the incongruous
spectacle or naval exhibits at
an army base some 45 miles
from the nearest coast
The grey superstructure of a

futuristic warship looming
over the outdoor stands Is a
half-scale canvas mock-up con-

structed by British Aerospace
as a token of its ambitions to

expand in the naval business.
A pool has been dug to give the
impression that the pretend
ship, built around a core of
portable cabins, is floating.

Delegates from about 60
countries are expected at the
exhibition.

Number of new graduates
finding work falls to 43%

Coal mines
attract

few buyers
By Michael Smith

PRIVATE-SECTOR mining
companies have made bids for

fewer than half of 19 pits shut
or mothballed by British Coal
in its closure programme.
The deadline for the last five

pits to be put out to tender is

tonight, with the Likelihood
that only one will be the sub-
ject of a bid that involves min-
ing. The five are Coventry,
Shirebrook in Nottingham-
shire, Taff Merthyr in Mid Gla-

morgan, Parkside on Mersey-
side and Sharlston in West
Yorkshire.

As the final deadline
approaches it is probable that

only eight of the 19 stand a
chance of reopening as mines.
The others have either
received no bids or are the sub-
ject of tenders that involve the

use of surface assets only.

The government will use the

private sector's lack of enthusi-

asm in its argument for closing
so many pits. However, the
shortage of bids will reinforce

fears that the privatisation of
British Coal next year will

prove difficult. Decisions on
bids are expected to take at

least another month.

By John Authers

EMPLOYMENT prospects for

new graduates have worsened
again, figures released today
indicate.

They show that the propor-

tion of graduates finding
long-term employment by the

end of the year they left uni-

versity fell to 43 per cent last

year.

It was the fifth successive
annoa? fell according to the fig-

ures from the Universities’ Sta-

tistical Record. In 198887, 60
per cent of graduates found
long-term jobs. The latest fig-

ure is lower than the 495 per
cent reached in the trough of
the last UK recession in
1380-31.

Last year the proportion
believed to be totally unem-
ployed, without even tempo-
rary work, rose from 9.4 per
cent to 10.6 per cent
Graduates also shifted from

industry - the destination for

23 per cent, down from 26 per
cent the year before - and
towards commerce - up one
percentage point to 31 per cent
Employers’ organisations,

including the Confederation of
British Industry, predict that

companies will start to recruit

graduates again before eco-
nomic recovery is fully under
way, and graduate recruiters
earlier this summer detected a
“small but discernible upturn"
in demand. This has yet to be
reflected in any figures.

The fell in employed gradu-
ates is partly accounted for by
a rise in the numbers taking

further studies. This was the
destination for 309 per cent of
graduates, compared with only
24.6 per cent six years earlier.

There was also a 69 per cent
increase in the total number of
graduates.

Architecture - up 28.6 per
cent - saw the most vigorous
expansion.

Graduate unemployment was
lowest at less than five per
cent, for medics and dentists,

and students of education.
That confirmed predictions,
made recently by teacher train-

ing bodies, of a shortage of
trained teachers once the
recession ends.

Librarianship was the sub-
ject least likely to lead to a job,

with 209 per cent of graduates
still looking for either a job or
further study. Architecture
(15.4 per cent), humanities (14.6

per cent) and mathematics
(14.4 per cent) were next
Despite complaints of a

shortage of science graduates
from industry, 13.4 per cent of
physical scientists were still

without either a job or another
course - more than the overall

average of 11.6 per cent
Only “old" universities, and

not former polytechnics which
have become universities, are
included in the figures.

• “Academic snobbery” is pre-

venting disappointed univer-
sity applicants from taking up
courses in further education
colleges, Mr John Patten, edu-
cation secretary, alleges in a
letter published today.

According to Mr Patten, writ-

ing in a letter to the chairman
of the Conservative backbench
education committee: “Univer-
sities are not the only institu-

tions to offer degrees. Over 300
of the newly-independent fur-

ther education colleges now
offer higher education courses,
130 of them at degree leveL”

He likened resistance to fur-

ther education colleges to the
“academic snobbery" which
deterred students from apply-

ing to polytechnics twenty
years ago.

UK country

fans hurtin’

and hopin’

no more
By Rachel Johnson

UNTIL last week, UK fans of

country and western music
had few opportunities to hear

good ole fashioned songs -

I

hurtin’, hopin’, and copin'
1 tones with 8edible lyrics and
proper melodies that last three

minutes and no longer.

But last Friday, the Radio
Authority awarded a licence to

London Country Radio, the
first 24-hour station of that

genre in the UK. It hopes to be
broadcasting to a potential

audience of 7m by next ApriL
This followed the announce-

ment that Country Music Tele-

vision (CMT) Europe - with
300,000 UK subscribers since
its introduction last year com-
pared to 17m in the US - went
on the Astra satellite as part

of Mr Rupert Murdoch’s new
BSkyB package.

“These two developments
provide a major new promot-
ional outlet for the country
product," said Mr Martin Sat-

terthwaite of the Conntry
Music Association, the Nash-
ville-based trade association
with a UK membership of 300.

Mr Adam Sieff, manager of
the country section at Tower
Records’ flagship London
store, said CMTV would
“change everything" by mak-
ing country music and its

stars visible for the first time.
The two new outlets were
keeping pace with a taste for

“good songs with neither no
rap nor grunge base," he said.

While sales of country music
albums are 73 per cent higher
than they were in 1991. the
British Phonographic Institute

says that country and folk
account for Just 3 per cent of ,

UK record sales. This contrasts

sharply with the US. where the
genre’s unstoppable rise has
led the UK music industry to
jump on country’s bandwagon.
Country music traces its ori-

gins to the poor smallholders,

many from the Scots-English
border who settled In the
southern Appalachian moun-
tains in the 18th century. The
genre still has a long way to

go In the UK, which will have
two conntry music outlets
next year. In the US, 2,500
radio stations play the white
man’s blues 24 hours a day.

Major faces test on taxes
By David Owen

PRIME MINISTER John Major

was last night facing a new
best of his leadership as the

Tory right stepped up its

efforts to head off possible tax

increases in the November
Budget
As Mr Major prepared to

return to Downing Street

tomorrow after his Portuguese

holiday, right-wing ministers

were insisting that tax and
spending should be discussed

on Thursday at the first cabi-

net meeting since the summer
break.

Downing Street yesterday

described the meeting as “very

much a reporting cabinet".

With ministers outlining sum-
mer developments in their

departments in general toms.

But right-wing ministers

were -adamant that the debate

over the best way of narrowing

the £5Qba public sector borrow-

ing requirement should not be

kept off the agenda, arguing

that- the general political situa-

tion could not be discussed

without talking about spend-

ing.

An acrimonious debate over

whether further tax rises

should play a part in the gov-

ernment’s drive to reduce the

budget deficit has rumbled on

in Tory ranks ail summer.

Already some are warning
that the differences which
hare come to light could prove
as damaging as the rift on
Europe which dominated the

last parliamentary session.

Yesterday brought a string

of fresh contributions to the

argument, with Mr David Mel-

lor, a former Treasury minis-

ter, saying the option of tax

increases had “got to be kept

up". Mr John Townend, right-

wing chairman of the Tory

backbench finance committee,

said supporters In his Bridling-

ton constituency were telling

him they did not elect him to

put taxes up. He was “heart-

ened by the feet that the battle

for spending cuts is making
progress”.

Sir Edward Heath, former

prime minister, said Mr Major

should tell cabinet colleagues

that if they did not go along

with government policy they

should “quietly resign or

retire".

Union leader looks

across the pond
MR JOHN MONKS this week
becomes general secretary of
the Trades Union Congress,
which begins its 125th annnal

gathering in Brighton today.
He wants to draw on lessons

from the US labour movement
in his efforts to reverse the
trend of declining union mem-
bership in Britain.

“I admire the toughness and
professionalism of the Ameri-
can unions," he said. “They
have to live and work within a
difficult business environment
in the face of large heavily
anti-union multinational com-
panies."

The 48-year-old from Man-
chester. who takes over from
Mr Norman Willis at the end of

the week as TUC general secre-

tary after 23 years in the
organisation's bureaucracy, is

particularly keen on emulating
US labour recruitment cam-
paigns th^t Tnafrp much use of
computers for co-ordination
and seek broader alliances in

the community.
The TUC plans to take the

initiative by lannrhing- a num-
ber of campaigns to publicise

the relevance of trade union-
ism to the estimated 66 per
cent of workers who no longer
belong to unions.
A test campaign will be held

in Bristol, where a number of
unions intend soon to launch a
coordinated recruitment drive.

Local onion activists will be

Robert Taylor
looks at efforts

to reverse

declining union
membership
mobilised to try to persuade
workers who do not belong to

unions to join them. If the Bris-

tol campaign succeeds, the
TUC will shift its focus to

other cities. Immediately after

this week's congress the TUC
will prepare its campaign to

reach the 6m trade unionists

estimated to have their mem-
bership subscriptions deducted
by their employer under the
socafled check-off system out
of their pay.
Under the new Trade Union

Reform and Employment
Rights Act every trade union-

ist has to approve within the
next 12 months to union check-

off. Many nninn nffipialg fear

this could produce a dramatic
fell in membership as workers
decide not to renew their sub-

scriptions. Unions will be
encouraged to move their
members to the direct debit
system of payment as a way of
protecting their finances.

The TUC also plans to con-
centrate its campaigning
efforts in four priority areas -

health and safety, pensions,

John Monks in Brighton
yesterday: be admires the
toughness of US unions

vocational and trade union
training and equal rights.

“We want to make the TUC
the kind of organisation that

people admire and respect
talking good sense and saying
things that chime in with their

experience," said Mr Monks.

*•

*
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The key

to corporate finance:

long-term access to a wide

range offinancial and

advisory services.

Development, Environment, Learning, Govern ability

in a complex and uncertain world: The Club of Rome, to which this key

provides access, works wilh the coming generations.

In today’s changing and uncertain corporate environment,

long-term success can be achieved only with the support of

a reliable and sophisticated financial partner. A very limited

number of international banks have the resources and com-

mitment to play such a role and be a genuine partner. Swiss

Bank Corporation is one of them. As an integrated invest-

ment and merchant bank, we consistently have ranked

among the major forces in global capital markets and trea-

sury, risk management, international credits and corporate

advisory services. Operating with a perspective that is as long-

term as yours, we have a tradition of dedication to our clients.

Swiss Bank
Corporation
The key Swiss bank
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ECONOMICS
THE WEEK AHEAD

German monetary policy in the spotlight
riUTSMAMV -rill u- .

* ** A W<®RMANY wm be the centra
of attention this week with
parliament resuming work

making council meeting n«>in
on Thursday.

.The debate over whether the
Bundesbank should or should
not ease its monetary nolicv
wffl be fuelled by the expected
publication tomorrow of sec-
ond qumter gross domestic
product figures and July retail
sales figures during the week.
-The consensus am/wig econo-

mistsls that the economy stag-
nated in the second quarter If
true, that would lend support
to the government's belief that
the recession has bottomed
out. But the outlook for recov-
ery Is bleak, with rising unem-
ployment and continued
self-doubt in Europe's biggest
economy.
The weak state of the Japa-

nese economy will be high-
lighted in the Bank of Japan's
latest “Tankan" report on Fri-
day. By coincidence interna-
tional monetary nfflraa|o meet
in Paris that day to prepare the
way for the annual Interna-
tional Monetary Fund meet-
ings at the end of the month.
Japan could again find itself
under pressure to expand its
economy.
The main economic statistics

and events of the week follow
The figures in brackets are the

Western Germany

Ran OOP growth, =

quarteron quarter % change

3 ——

1988 90 81 82 93
tourar. Dafettremt

median of economists' fore-
casts from MMS International,
the financial information com-
pany.

Today: US, Labour Day mar-
ket holiday.
UK, July credit business (up

£200m), housing starts and
completions.
Spain, August official

reserves ($47bn).

Tomorrow: Germany, sec-
ond-quarter western German
GDP (unchanged on quarter).
Belgium, EC monetary com-

mittee meets in Brussels.
Wednesday: US, July whole-

sale trade, consumer credit (up
$2.5bn); Federal Reserve Board
releases tan book.
UK, chancellor Kenneth

Clarke and Bank Of England
governor Eddie George discuss

DIVIDEND & INTEREST PAYMENTS

TOOAY
Adam & Harvey 7p
Amer. Express Credit 8% Dual Currency
Senior 80s. 1996 Y50.000
Bank of Greece 10*96 2010 £5475
Cardiff Property Q_85p
Dares Etta. 896 Un. '82/97 £4
Drayton Far Eastern 0.12Sp
Bectrooomponerts 54p
Kembray 0.l5Sp
MKauf & Co. feed & Fits. Rota Nts. 1886
Y2£00,000
Moorgate irw. Tat 3.8p
Partridga Fine Arts I4p
Renown Inc. 4%% 1904 {wtth Writs.)
8343.75
Da 4%% 1994 [without Wrrts.) 5243.75
Safetarto QAAp
Salnstuy (JJ (Chennai Hands) 81A96
Cv. Cap. Bds. 2005 E212S0
Scottish a Newcastle I147p
Temptation Bmp. Markets 1.7p
Whitbread S*% Rd Db '81/86 £4.875
WoaMcti Bids. Society Rig. Rate Nts.
1996 £1 58.77

TOMORROW
CritdMey 4J3p
BcsporMnam 141496 Mb. 1883 A$145
ENSS>CH$aO&
Ramlng Redgeiing inv. Ip
Freemen 2p
Gen. Motore Acceptance Crp. of Caa
7%56 Nta. 1897 CfTTJBD

Da 11H96 Nts. 1995 C$118.76
I nrlilMinil fn eg
Rtver & Mare. Extra Ina 1JB687Sp
Ftockwefl tnU. SQ45
Sarma Fin. Aruba Gtd. Stop-Up Fta.
Rate Nta. 2002 SS2746
Sweden (Kingdom of) 81496 Nts. 2003
$66

WEDNESDAY
SEPTEMBER 8
Bank of Ireland Undated War. Rate Nta.

$1,10248
Barclays O'ssaa. Irw. Gtd Hfe Rata
Nts. 2004 $127.78
BrlL Gas tad Rn. 89696 Gd. Nts. 1899
$83.75
CanSff AutamoMss Receivables Seen.
No. 2 Ctosa A Fltg. Rate Nta. 1997
Cl6248
Da Mezzanine Htg. Rate Nta 1897
£18044
Ftasbuy Smolsr Co's. TsL 1-Ip
Fup ML Fin. (Austral FHpyFUed R*to
Gtd. 2001 $487.15
Indapandenf Irw. 0.60
Lax 8arwloa 4J7p
Local Authority Short-Dated 101696 1883
£54226
NatL Austnila Bk. Siix Var. Rote Nta.

2000 £18644
NatL Westminster Bk. Var. Rate Cap.
NIS. 2008 £158111
Nationwide Bldg. Society FBg. Rate Nts.

monetary policy. Treasury
releases monthly monetary
report

Canada, August help wanted
index (88).

Thursday: US, initial claims
week ended September 9
(330,000); state benefits week
ended August 28; 1993 real cap-

ital spending; second-quarter
productivity; money supply fig-

ures for week ended August 30
(M2 up $Ibn). Japan-US deputy
ministers meet in Washington.
Germany, Bundesbank coun-

cil meets.

UK, CBI distributive trades

survey. Chancellor Kenneth
Clarke at Scottish CBI dinner.

Canada, August housing
starts, seasonally adjusted
annual rate (163,000); July
motor vehicle sales (up &5 per
cent on month); June labour
income (up 2.3 per cent on
year)

Australia, August unemploy-
ment rate (108 per cent).

Sweden, August consumer
prices (unchanged on month,
up 4.6 per cent on year).

Friday: US, August producer
prices (up 0.2 per cent on
month), ex-food and energy (up
0.2 per cent).

Japan, Bank of Japan Tan-
kan report; 1993 Tankan cap-
ital spending estimate (down 5

per cent); August manufactur-
ing: diffusion Index (minus 54

per cent), non manufacturing
(minus 42 per cent)

1885 £153.75
Prism Leisure 247p
Ranald 7HM 2nd Dab *8207 £34125
3 Gtd FRg Rate Ms 1997 £160.68
UK 7VH Tram. 2006 £14832
Do. 10W Treat. 2003 GS

THURSDAY
SEFrtEMBStO
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Anheuser-Busch $036
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Carcio Engineering 3Ap
Cray Bactrontoa Ip
uomno ranmg ocmkob <^ujp
Famlnstar 104<p
Fundteg for Homes 10WW Deh. 2018
£54625
JU3.1p

FRBMY
in in i ijiri ii ia

Abbey NaU. Trees. Snre. 8WW Ms. 1993
$93.75
ANedSignal $029
Bank Leunl (UK) 44p
Chevron $0475
Dun & Bradatreet $041
Ekapartflnane 7WW Nts. 1883 $38145
Boton $0.72

naming Ml (-Ugh Inc Inv 24S7Sp
Fi# Bank ML Fin. Rap, SUx QtcL FBg.

Rate Nts. $1046044
General Motora *020

KUWAIT OIL COMPANY (K.S.C.)

TENDER NO: S-T/1993/19

SALE OF SURPLUS EQUIPMENT

Kuwait Oil Company (K.S.C.) invites interested local and international

Contractors and others who wish to participate in the above mentioned

Tender for sale of Surplus Equipment on “AS IS WHERE IS” basis, in

accordance with the “General Conditions for the Sale of Surplus

Equipment” contained in the Tender, to collect the Tender documents from

Contracts Department, Kuwait Oil Company, Ahmad, Kuwait during

Company normal working hours from Saturday, 11-9-1993 against the

payment of KD. 100/- (One Hundred) per set, non refundable.

Bids shall be delivered by hand into the Tender Box at the above

address between 0800 hours and 1500 hours on Saturday, 6-11-1993. Late

bids will not be considered.

Given below is a brief description of the items of Equipment offered for

sale;

Group! TWe

TractorCrawlers withWinches

Tractor CrawterawBh Ripper and

Winch/with Draw Bar

Excavators with Boom Extension &

Bucket

Batch Plant

Concrete Buckets

Rock Drill

Pump-Water Centrifugal 4000

ftah/Ufl

Waiting Machines, 250,300,400

Amps
Trailers

Generators upto 8£5 KVA .

Construction Equipment

Attachments

Athey Wagons

France, August preliminary

consumer prices (unchanged
on month, up 2^ per cent on
year). G7 deputies and OECD's
Working Party Three meet In

Paris.

Canada, August unemploy-
ment rate (U-5 per cent),

employment (up 0-2 per cent on
month); July department store

sales (down 2 per cent on
year).

Norway, August consumer
prices (down 0.1 per cent on
month, up 2.3 per cent on
year).

During the week: Japan,
August trade balance customs
cleared ($7bn surplus).

Germany, August final cost
of living (unchanged on month,
up 4J2 per cent on year); July

manufacturing orders (uncha-
nged on month), retail sales
(down &5 per cent); June trade

balance (DM3.5bn surplus),
current account (DM2bn defi-

cit).

France, May trade balance
(FFr5^bn surplus); July M3.
Netherlands, August con-

sumer prices (up 0.6 per cent
on month, 3 per cent on year)
Switzerland, August federal

consumer prices (up 0.3 per
cent on month, 3.4 per cent on
year), unemployment (4.7 per
cent).

Australia. July money sup-
ply and credit

Peter Norman

Da BOR *041
Grace (Wfi) $0-35

GtMrifrtvbw. 2.15p
Houston tncte. *0.75

IBM Credft Cotp. 894 Dual Curency Nta.

1865 Y80400
Ml Buakwea MocNnea Cap Stk *045
U*y (BJ) $0,605
Mcmrab 144p
mou saw
Monsanto 594 Gtd Ln 92/87 $058
NaMonato (Da) InwMortngaborfcaifc
Htg. Rote Nta. 2002 $13047
Mari. Modes! Cntwprtsas $012
Mppon PaM 6.196 Bds. 1897 YB10400
Northam Foods 5p
Sawds Ip
Sian Soiscitve Growth Tat Ip
Sumitomo Realty & Daw. 4.7096 Nta.

1997 Y134/472

Sun Ca $045
Trooo Costal Slh. $060
Trans-Natal Cod R047
Travolas *040
UK 5K96 Treaa. '0W12 £2.75
Uhl Technologies *0.45
Wltai Mr. 2.7p

SATURDAY
SEPTEMBER 11
Bangkok irwa Part. FhL PI. BtSO

RESULTS DUE

GLAXO, reporting full-year

results on Thursday, might
sound more cheerful about its

prospects in the US following

President Bill Clinton's more
conciliatory message about
health care reforms this week.

Pre-tax profits for the year

ended June are forecast at

around £i.65bn against £1.43bn

a year earlier-

Underlying sales growth will

be in the low teens but sales of

new drugs might be somewhat
disappointing. A final dividend

of 13p is likely making
20p for the year (lTp a year

ago).

UK COMPANIES

TODAY
COMPANY MEETWGS:
Acfam & Harvey, Standard House,

15-16, Bonhffl Street. E.C„ 11.30
Dalapak Foods, Merohant Taylors’

Ha8. Akhrark. York. 1240
Slabs. The Dorchester, Park Lane.
W.. 12.00
BOARD MEETINGS:
FMafK
Haggas (John]

Haynes Publishing
Phoenix Timber
Roxspur
WBs Group
Interims:

ASWWdgs.
Braramer
British Vtta

Burnt
Ctarernont Garments
EFM Income Tat
Fahey Group
Intzum Jusdtia
Uonheart
Perkins Foods
Rugby
Strong & Fisher
TLS Range
USDC Irar. Treat
WBson Bowden

TOMORROW
COMPANY MEETINGS:
Abtrust New Dawn bnr. Trust, 99,

Charterhouse Sheet, E.C.. 1240
Bbaa Group, Forte PosthouM,
Ferrlby Kfigh Road, North Ferrfby,

Hull, 12.00

European Motor Hkfgo, 1,

Paternoster Row. E.C.. 10.00
US IntL, Doncaster Moat House,
Wannsworth, Doncaster, 12.00
PoworGen, International Convention
Centre, Birmingham, 11.00
Southern Qecti ic, Poole Arts

Centre, Kingland Road. Poole, 11.00

Templeton Emerging Markets lnv.

Trust, Templeton House, Athol
Crescent, Etinbur^i, 10.00

Yorkshire BectricHy. CHy Halt. Hid,

1040
BOARD MEETINGS:
Rnate
Adaoane
naming Oimraaas Inv. TsL
Industrial Control Services

Macro 4
Pacific Horizon Inv. Tot
TR European Growth TsL
Interims:

Avonside

Cadbnzy Schweppes is expec-

ted to deliver results in line

with management's bullish

assessments of trading in

recent months when it reports

its first-half figures on
Thursday.

Many analysts forecast pre-

tax profits of at least ElGOm, up

from £126m last time.

Forecasts for Prudential,

reporting on Wednesday, vary

widely from £21Sm-280m pre-

tax against £248m a year ear-

lier. an Increase in dividend to

about 4.5p from 4.ip is also

forecast

Better life insurance perfor-

Bodcflngton
Brown & Jackson
Calm Enargy
Cafcabraad Robey
Cantors
CrodalntL
Expamet ML
Ffeons
Frost Group
Harrington KBbrkto
HeocBan
HBsdown HWga.
Home Counties Newspapers
DM
Iceland
Jupiter Tyndall
Newman Tonies
Ocean Group
ore v-rVBK
PoworGen
RPH
Reeca
SchoS
Spear (JW)
Tetonrotrix

Transfer Technology
Vardon
Wffiams FBdgs.

Wilson (ComoHy)
Wyovale Garden Centres

WEDNESDAY
SEPTEMBS1 8
COMPANY MATINGS:
AM Group. New Connaught Rooms,
Great Queen Street, W.C.. 12.00

Cray Bectronics, The Brewery,

Chlswefl Sheet, EC.. 1140
Daeian Hblgo, CBI, Centra Point,

New Oxford Street, W.C., 1240
Fleming IntL High Income Inv.

Trust, 25, CopthaU Avenue, EC.,
3.00

Gtobs Mew, The Cloisters, hry

Street, Salisbury, 240
MFI Furniture Group, Chartered
Accountants Hafl, Moorgata Place,

EO, 11.00

Sai/Os, 25, Finsbury Circus, EC..

12.00

Syttone, Forte Crest Hotel, Leeds
Road, Bramhope, Leeds, 1240
Wagon Industrial, Park House
Hotel, SWfnal, ShropshlrB, 1240
BOARD MEETINGS:
Final:

Northern IndL Improvement
Interims:

AMEC
Albany Inv. Tat
mu
Baird (Who)

CONTRACTS & TENDERS

CEHTRE DU COMMERCE INTERNATIONAL
CNJCED/GATT

KTBWMTIONAL TRADE CSriRE
UNCTAD/GATT

CENTRO DE COMERCIO DfTERNACIOtML
UNCTAD/GATT

HeDtenic EsqMMt Promotion Organization (HEPO)

Greek. Institute of Packaging

Equipment for Packaging Laboratory and Test Centre

Procurement Notice: ITC Project GRE/25/03

The Hellpmr Export Promotion organization (HEPO), an agency c£ the Governmenx

of Greece, is in the process erf equipping a major new packaging laboraory to serve the

needs of Greek exporters of packaged products and their packaging suppliers.

The INTERNATIONALTRADE CENTRE UNCTAEVOATT (ITC) has been

entrusted by HEPO with the procurement of the necessary packaging laboratory

equipment The equipment now being procured will be for the inspection and testing of

metal, plastics, paper and board packaging materials and of retail and iraaspcrt packages

madefromthem.

Eligible suppliers of laboratory equipment for inspection and testing of packaging

who we interested in receiving the FTC formal Request for Quotation should sobmii a

written application, not later than 3 weeks from the date of this advertisement

;oeetber will documentation aid catalogues about their ranges of equipment to:

INTERNATIONALTRADE CENTRE UNCTAD/GATT 010
Procurement Unit (ITC Project GRE/25A33)

Palais des Nations

1211 Geneva 10

.Switzerland

TUephone: (4122) 7300454

Fax:(4122)7334439

Tetac 414119 ITCCH

mauce will be overshadowed
by further heavy losses on re-

insurance.

Whether George Wtmpey,
reporting on the same day,

returns to an interim pre-tax

profit from a loss of £72m a

year earlier hangs in the bal-

ance. Some analysts forecast a
small profit, others a small
loss. Its second half will be
stronger given the housing
pick up.

Blue Circle should report on
Thursday interim pre-tax prof-

its slightly ahead with the divi-

dend unchanged.

AMEC’s interim pre-tax prof-

Baynss {Charles}
Blenheim Grp.
BurnfMd
Carnaud Meta&ox
CtuH Res.

FeHmnn
Kleinwoft Smaller Co's.

Nunfln & Peacock
OGCtidL
Plaaineu
Portals

Porvair
Prudential

RTZ
Senna
Staffer & Friedtandar
Stat-Pke
Sumit
Thompson Cflve taws.

Wlmpey (George)

THURSDAY
SEPTEMBERS
COMPANY MEETINGS:
Aba, Harvard House, 14-16,

Thames Road, Barking, Essex, 1140
Buhner (HP), Cfcter MBta, Plough

Lane. Hereford. 240
Dixons Group, Grosvenor House
Hotel. Park Lane, W., 1140
FomSmter, Prince Regent Hotel,

Manor Road, Woodford Bridge,

Essex, 1240
JU Group, St James Court Hotel.

Buckingham Gale. S.W., 10.00

London Merchant Securities,

Carlton House, 33, Robert Adam
Street, W., 1240
Mania Ashby, 16, Freobounes
Road, Wltham. Ewaoi, 240
Smith (David S4, SL Jones Court
Hotel, Buckingham Gale, S.W.,
iai5
Triplex Lloyd, Birmingham Botanical

Gardens, Westboume Road,
Fdgbaston, Btantagham. 140
Wtatnist, 21, College hflH. EC.,
1240
Worthington Group, Worthington
House, 199-205, Okl Marylewbone
Road, N.W., 11.00
BOARD MEETINGS:
Finals:

Armour Trust
Davies (DY)
European SmaBar Co’s
Glaxo
Interims:

Aijo Wlggtas Appleton
BTRNytax
Bfcia Circle

Its are likely to be slightly

lower on Wednesday than last

year’s £l0.6m.

Following a recent trading
statement, Hillsdown Hold-
ings' results tomorrow will be
carefully scrutinised.

It said it would achieve oper-

ating profits of not less than

£80m, but it has its work cut
out to improve the profit-

ability of its diverse food busi-

nesses.

Coats Viyella on Thursday is

forecast to report a moderate
increase in Interim pre-tax

profits to about £54m from
£4&£m a year earlier.

Booker
Boustead
British Dredging
British Gas
Cadbury Schweppes
Christies bid.

Coats VtyeBa
Enterprise 03
FriemSy Hotels
Gowrings
Great Southern
Greenway
HaHEng.
JOB
Laing (John)
Uoytis Smaller Co’s inv

Mandsrs
North Sea Assets
Perry Grp.
Ropner
Shell

T&N

FRIDAY
SEPTEMBER 10
COMPANY MEETINGS:
Hampson tado. Centennial Centre.

(ckrtteW Port Road, Edgbaston,
Birmingham, 1140
Lister, Novotei Bradford, Menydaie
Road, Bradford, 1240
Mosaic Inva, Smith New Court

House, 20, Farringdon Road, E.C.,

10.15

Rataers, New Connaught Rooms,
Ckaat Queen Stie^. W.C.. 1240
Stanley Leisure, Stanley Wlrral

Casino, Ctxton Road. Birkenhead,
Wrrral, 11.00
BOARD MEETINGS:
Finals:

Headway
Henderson Eurotnist
Walker (Thomas)
Interims:

Bardon Grpu
Beattie (James)
Berry Starquest
Bietchley Motor
Gasksl
Ratners
Ulster TV
Vinton

Company meetings a/a annual
general meetings unless orbarw/se

stated.

Please note: Reports and accounts
are not rtormaBy available until

approximately six waelcs after the

board meeting to approve the

prefimfnary resuits.

DOING BUSINESS
IN RUSSIA?

Save time, effort and money at the start

All foreign companies wishing to conduct
business in Russia need to register there. In

Moscow, registration is handled by the Moscow
Registration Chamber. R>rtnnately, this process

-can be relatively quick and easy, thanks to

Financial Izvestia which is now offering the

Moscow Registration Chamber's own Guide to

Registering Companies in Moscow. Written in

English and in collaboration with the

international law firm, Salans Hertzfeld &
Heilbronn, this invaluable Guide

Enables yon to select the most suitable legal

structure for an enterprise

Supplies checklists so you avoid common
mistakes when registering

Provides sample registration forms and letters

to obtain the relevant authorisations

Lists addresses and contact details of key
agencies in Moscow

Much of this information is simply unavailable
elsewhere and will be of real practical everyday

use to anyone intending to do business in Russia,

as well as legal, financial, accounting and other

advisors.

The Guide to Registering Companies in Moscow
is available exclusively from Financial Izvestia —
to order your copy, see below.

FINANCIAL IZVESTIA

Financial Izvestia is a weekly business newspaper,
produced by the Financial Times in partnership with

Izvestia. Russia's leading quality daily.

FtoibM /brHBoebi ZztbhIi trf FT Buttaetf Eunprba Ud. RrgJttered Office:

NnaberOm Scmitmtk BridgeJLoodoa SHI 9HL. Re^ttered In Etagbmd No. 980896.

REGISTERING COMPANIES IN MOSCOW
Please return lo ImaQ order only): TU* +44(1
FT Customer Services, TO Box 6 - ‘

Camborne TRW 9EQ.UK MXt +44 (
Saks enquiries +44 (0) 289 71 1»28
Editorial and Marketing enquiries +44 (0) 71 814 977*

NAME TITLE

COMPANY

Tel: +44(0)209612493
Rue +44 (0) 209 612811

HKtKWUJfWWdKTISfitlWtWJLM1®
Notice ii faetdqr then du* f* ““E"
period ftwp la Stpteiaber, IW »
fetrmry, I9P* data
Uaefl eae tan ton Hud a 4

tuumta. Interest payable on Iri

1994 >IU IBOOK to KKD23.8M.73 per
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PRIVATE

ADVERTISERS
please contact
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MacGregor

071 873 4935
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Footsie breaks through 3,000 barrier
From your

local newsagent
£1.60

(Financial Times 12/0/93)

For expert investment advice
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MANAGEMENT

T
ime was when industry's

involvement in schools was
regarded as a good public

relations wheeze, paid for

out of the same budget as charitable

donations. Today, however, UK
companies are realising there are

important career development bene-

fits for their managers.

Sir Alien Sheppard, chief execu-

tive of Grand Metropolitan, is one

business leader who supports par-

ticipation by employees in commu-
nity action and education pro-

grammes. “ft's a big part of career

development” he said in a recent

interview with the FT (Management
Page, July 2). “I like to see people in

the trenches, not stuck in the back
office. It's better than 1,000 manage-
ment courses. It's playing the game
for real.”

On Sir Allen's analysis, sending

staff on educational programmes is

an act of enlightened self-interest -

training is helped, while the compa-
ny's image, and the long-term
health of the community around it,

improve. Sending employees into

classrooms can also be a valuable

first step to finding good new
recruits.

The bodies that co-ordinate edu-
cation and the private sector are

now trying to ensure that their pro-

grammes will be useful for industry

participants. These include Young
Enterprise, which uses corporate
managers as advisers to "boards” of

16-18-year-olds running dummy
companies for vocational business
qualifications, and Understanding
industry, which arranges for man-
agers to give sixth-formers lessons

in how industry works.
Research by Oxford University's

delegacy or local examinations
found that companies are using sec-

ondments to the Young Enterprise
scheme as a formal and informal
means of developing management
skills. Work as a YE adviser also

conforms with the standards of the

Management Charter Initiative, the

government-backed body for estab-

lishing common standards of mana-
gerial training, which is backed by
1.614 companies.
Each Young Enterprise “com-

pany” has a board of directors com-
posed entirely of students who raise

starter capital of £250. and a work-
force taken mainly from friends at
school. Over the next year, they
attempt to make as much money as

possible from business activities.

The children gain vocational quali-

fications, and have tlie chance to

win prestigious prizes in competi-
tion against other youthfiil compa-
nies across the UK and Europe.
Managers from Industry are

required as advisers for each man-
aging board. Last year, more than
5,000 advisers were seconded to

Young Enterprise companies.
Corporate training managers say

a young manager can derive excel-

lent experience by overseeing the

V'" ^ W'-**
is

Changing face

of the MBA
As demand for

reassessing

courses falls, business schools are

their role, writes Tim Dickson

A recent cartoon in the Chris-

tian Science Monitor con-

veys an uncomfortable mes-

sage for modem managers- ft

pictures the IBM “juggernaut"

careering off the road and a

clearly bemused “driver" under
the caption “1 don't under-
stand ... we all went to the top

business schools".

Management education is going
through a rough patch on both
sides of the Atlantic. Demand far

MBA courses is down 17 per cent

in the US and by roughly the same
figure in the UK. Companies are

sending fewer managers on execu-

tive programmes; and contracting

higher education budgets mean
fewer faculty jobs for academic
staff. The more honest and for-

ward-looking business school
heads, however, acknowledge that

economic recession fs not the sole

culprit. Current uncertainty, they

concede, has as much to do with
changing perceptions of the value

of an MBA.
One such realist is Jim Scbmot-

ter, dean of the College of Busi-
l ness and Economics at Lehigh Uni-

I

verslty, Pennsylvania, and a

former associate dean and director

of international studies at the

Johnson Graduate School of Man-
agement at Cornell University.

Addressing human resource direc-

tors at a one-day conference at

Manchester Business school last

Thursday, Schmotter identified

the main trends m North Ameri-
can management education with

disarming frankness.

Reinforcing the cartoon theme -

that maybe the emperor has no
clothes - Schraotter almost maso-
chistically cited a New York con-

sultant who advises Fortune 100

companies on their MBA recruit-

ment. “She [recently] observed
that companies are now hiring

MBAs primarily because of the
work experience they had before

entering school because they see

no value that we on the campus
add. And they are hiring far

fewer. Further, they do not see
business school faculty as quali-

fied to help them solve important
business problems."
Whether you agree with this

bleak assessment or not - the
Lehigh dean and most of his audi-

BBC news presenter Martyn Lawn with flnafeb from the Young Enterprise Europe competition in Oxford

Back to school
for industry

Managers are sharpening up their skills through
educational placements, reports John Authers

birth of a small company, run by
usually highly enthusiastic teenag-
ers. Midland Bank now has more
than 400 Young Enterprise advisers,

and uses the scheme as a standard

appraisal tool for any recruits who
hope to become small business
advisers.

According to Oxford University's

research, each adviser must play
roles as team players and managers,
hut must also work as a “catalyst",

consultant and manager of learn-

ing. They must also assess and
audit their students' work. It is a
big commitment. Involving one two-

hour session each week with the
youthful boards of management,
plus duty on some Saturdays
towards the end of the year when
the companies take their wares to

trade fairs and make presentations.

But former YE advisers find the

experience invaluable. Isobel Day,
remunerations and benefits officer

for Guinness Brewing in north Lon-
don, advised a company called Le
Pose at Queens Park Community
School in Brent In a turbulent year
of existence it appointed four sepa-

rate managing directors, and drasti-

cally revised its accounts several

times. Day said she learnt to take

an overview of the range of a com-
pany's functions - not otherwise
easy in a company the size of Guin-
ness - and also gained insights into

the problems of team leadership
and co-ordination.

Under Day's guidance, Le Pose
eventually raised enough money by
offering cor washes and making
Christmas cards to go to France and
take advantage of the then favoura-

ble exchange rates to buy cheap
goods, which the children then sold

in north London. Its campaign came
to a climax with a highly regarded

presentation to a group of business
leaders, including Martin Sorrell,

chief executive of WPP, which had
been organised by Business in the

Community.
According to Day, Guinness has

now established Young Enterprise
involvement as “very much a useful

career development tool”. This judg-

meut is shared by United Biscuits,

another big employer in Brent,
which also involves its managers in
YE programmes.
Understanding Industry organises

a less onerous programme that also

allows junior managers to gain
extra perspectives on their work.

U1 courses are offered as a bloc to

Sixth Form colleges, and lead to a
diploma at the end of the course.

During the term, the aim is to intro-

duce students to all sectors of
industry, and to each of the various

management functions. Different

volunteer managers from industry
address the class each week to

explain their job, and to take them
through model exercises.

Past volunteers attest that the

experience of explaining themselves
to a group of curious sixth-formers

helped their communication skills.

They must act as ambassadors for

their companies, but avoid techni-

cal jargon, and also review closely

what their job is aiming to achieve.

Students also have an ability to ask

questions that managers would oth-

erwise never have asked for them-
selves.

Like Young Enterprise, UI aggres-

sively promotes its programmes as

useful training for managers, as

well as for students. Powerful back-

ers for its latest campaign include

AUied-Lyans, Esso. Marks and Spen-

cer. Thom EMI and Boots.

Allied-Lyons expects all its mana-
gerial employees to take on external

community positions, with a partic-

ular emphasis on school governor-

ships and participation in Under-

standing Industry courses. The
company sees educational involve-

ment as a part of overall manage-
rial development, and an opportu-

nity to widen contacts.

Educational involvement, though,

does not come cheap. Allied-Lyons

calculates that each secondment of

a manager to take a UI course
amounts to a gift of £800 for the

schooL

ence would presumably strongly

beg to differ - Schmotter’s point is

that views like this are part of the

market reality. Bow are business

schools responding?

Schmotter outlined four strate-

gies.

• Do nothing, or as he put It,

“get down into my tenured bunker

and wait for the economy to

rebound". Blaming others - naive

students and short-sighted corpo-

rations - Is part of this approach.

• Expand courses with features

that look attractive, such as out-

ward-bound leadership pro-

grammes, overseas trips or “non-

credit" sessions on speaking and
etiquette. Schmotter argues that

business schools have no compara-

tive advantages in these areas.

Business school
heads acknowledge

that current
uncertainty has as

much to do with
changing perceptions
of the value of an

MBA as the economic
recession

and none of U affects the curricu-

lum or faculty.

• Gear up the public relations

machine, proclaim commitment to

the 21st century and try to get

front page news coverage every

day. Schmotter’s verdict; “Again,

Style over substance.”

• Finally, and most positively,

introduce genuine reform. The
task is not to be underestimated

bnt he suggests that “schools such

as Michigan, Case Western
Reserve, and Babson College are

rethinking what they do - and
from all we hear Harvard Is soon
to join this trend”.

Schmotter believes that business

schools will have to change
because global corporate restruct-

uring is resulting in fewer jobs of
the kind MBAs have traditionally

held. Schools will have to add
more value to students' employar
bflity and alter their expectations.

They will have to develop more

real partnerships with companies.

Shrinking resources will put a

premium in business schools on

the sort of concepts normally

taught, rather than acted on, by

academics: productivity, total

quality and continuous improve-

ment to name but three.
w

Business school “constituents ,

meanwhile, will increasingly con-

tinue to insist on a market-driven,

rather than a product-driven men-

tality. Trends towards tailored,

company-specific programmes are

appearing in MBA education, too,

and rankings are here to stay.

MBA schools are also realising

they cannot cover the waterfront,

and specialisation - practised

with success by the Thunderbtrd

School and the University of Sonth

Carolina - is according to Schmot-

ter the key to market share.

The European model, he con-

cedes, is finding converts in the

US and schools there “face sophis-

ticated competition. . . for the best

students, faculty and corporate

support”. “MBA education,” he

adds, “Is a global phenomenon."
That In part wpia'ms why much

of Schmotter*s analysis is echoed

in Europe: the growing PR aware-

ness is particularly marked, and

coarse reform is exemplified by

the growth of distance learning,

the sometimes discreet trimming
of two-year MBA programmes and

the development of intra-European

networks. League tables and other

forms of independent ranking may
become more widespread, not
least if the impasse over plans for

a common European system of

accreditation is not broken.

Schmotter*s thesis is one of

opportunity as well as challenge,

and in the UK there is arguably

plenty of both. A recent Institute

of Management survey reveals

almost a third of UK companies

admit to spending no time on
management training, while other

evidence suggests most UK compa-
nies are pleased if they derate M
per cent (against the 25-30 per

cent cited by many Japanese exec-

utives).

As with the shoe salesman who
returned disconsolate from Africa

to say that everybody there went
around In bare feet, such statistics

can be read In more than one way.

CONSTRUCTION CONTRACTS PEOPLE
Newspaper
plant for

Glasgow

Restoring holy building £3Sm work Rhodes switches to Thorn lights
awarded to

Try Group
BALFOUR BEATTY has
commenced work on a £20m
management contract to pro-

vide a fully serviced printing
plant for the Scottish Daily
Record aud Sunday Mail at

“Fifty Pitches" in Cardona!d,

Glasgow.
The works comprise a press

hall, reel store, inserting area,

despatch and publishing area,

associated ancillary buildings
together with all external
works. The site is planned to

be operational by the begin-
ning or 1995, which will coin-

cide with the 100th birthday oF

the Daily Record.

Traffic congestion
Mid Glamorgan County Coun-
cil has awarded CHRISTIANl
& NEILSEN the £Um plus cort-

tract for building the new Pon-
typridd inner relief road. Con-
struction starts soon and
completion is due within three
years.

The relief route - a mixture
of new construction, road wid-
ening and improved traffic

management - will relieve con-
gestion in the town centre of
Pontypridd. Traffic from the
Rhondda Valley will be
speeded up on its way to the

A470 Cardiff-Merthyr Road via

a new interchange to the east

of the town.

METADAUC, part of the C.P.
Group based in Hayes, has
been awarded a contract worth
in the region of £200.000 to
supply materials and full tech-

nical support to the gold plat-

ing of a new dome on the
famous Dome of the Rock
mosque (pictured above) in the
old City of Jerusalem.

The restoration of the dome,
worth in the region of £5m, is

proceeding to scbednle with
completion expected in Decem-
ber.

New superstore for Berkshire town

Bridge ventures
BRIDON ROPES has been
awarded two bridge contracts

worth £2.5m. The two cable

stayed bridges are the Second

Severn Crossing, downstream
of the current Severn Bridge,

and the Glebe Island Bridge,

across Johnstons Bay In Syd-

ney Harbour, Australia, which

will be of a similar scale to the

existing harbour bridge.

The P&o company 50VIS
CONSTRUCTION has begun
work on a £lQ.5m contract to

build a 67,000 sq ft superstore
for Safeway in Reading, Berk-
shire.

Situated on Basingstoke
Road, the new store will also
offer a range of other facilities

including a petrol station, post
office, restaurant, baby chang-
ing rooms and a dry cleaners.

Originally a rubbish dump
and later a car showroom and
servicing facility, the site

required special preparation

before building work could
begin. This involved clearing

waste materials and stripping

off contaminated top soil up to

a depth of 6m.

As well as the construction

of the store, petrol station and
creation of a 667 space car

park, Boris is managing associ-

ated roadworks which will cre-

ate a new roundabout and
access to the store.

Boris will also fit out 35.000

sq ft of sales floor area in a

15-week programme. Work car-

ried out will involve the instal-

lation of all shop floor services

including underfloor heating,
refrigeration units, checkouts,

cash transfer systems and
security systems. All back-up
services for the coldrooms,
freezers, ambient storage, bak-

ery and food preparation areas

will also be installed.

Building work is due for

completion in February 1994

and the store will open in

March 1994.

TRY GROUP has been awarded
contracts valued at £35m for its

construction, refurbishment
and civil engineering busi-

nesses, two thirds of it through
negotiation.

Among £l6m worth of work
for Try Construction is the
£5.7m refurbishment of "C”
wing, at Wandsworth Prison,

for the Home Office. Cells will

be upgraded and group associa-

tion areas refurbished. All

mechanical and electrical,

lighting and alarm systems are

to be renewed and a new roof

installed.

The £2.5in refurbishment of

the Queen's Club tennis and
leisure centre in Hammersmith
involves upgrading the pavil-

ion and constructing an exten-

sion to proride a multi-func-

tion room, kitchen and staff

canteen.

Try Build has secured £iQm
worth of work, half of it aris-

ing from three contracts, the

construction of St Joseph’s
Hospice. Hackney (£1.8m), a
retail fit out at Basildon for

British Home Stores (£1.9m)

and the refurbishment of

Friem Barnet School for the

London Borough of Barnet
CBM Construction, has won

work valued at £3.8m, includ-

ing a £l-5m sixth form college

at Notre Dame School, Leeds.

Thom Lighting Group has lost

little time in making fresh

main board appointments fol-

lowing its sale to Investcorp,

the Bahrain-based investment
bank, which in June this year
paid £IS2m to Thorn EMI in

what was effectively a manage-
ment buy-out. According to

Investcorp, Thom Lighting will

be seeking a flotation in the

medium term.

Phillip Rhodes (right), a 46-

year-old chartered accountant,

has joined as chief executive

covering the UK, Ireland and
central European territories;

Michael Frye. 47, chief execu-

tive of the engineering and
machine tool manufacturer B.

Elliott, becomes a non-execu-
tive director with special
responsibility for Thorn Light-

ing’s architectural lighting ini-

tiative and design issues.

They join a main board of

seven, and also a management
executive board of nine.

Rhodes was a main board
director of the commercial sup-
port services group BET
between 1989-92, overseeing (as

divisional chairman) the
group's textile rental, contract
catering and facilities manage-
ment in the UK, US and

Europe. Before that he held
various posts with Guinness.
“There are lots of similarities

in the marketing mix", of both
Guinness and Thorn, says
Rhodes, a believer in general
management “being a univer-
sally applicable skill". Thus
although there might seem to

be a substantial leap from
spirits to lights and "our cus-

tomers are not consumers in
the same way, we nevertheless
have to serve them efficiently

and well".

As happened with its sale of
Kenwood Appliances and
Thorn EMI Software to their

managements, Thorn EMI
retains a stake in the new
Thorn Lighting company. The
parent company receives
£137m to cash, a 22 per cent
equity stake, worth £8.7m, and
£26.3m in subordinated loan
notes.

Bodies politic

£36m orders won by. Lovell Group

Hanoi airport
JOHN LAING INTERNA-
TIONAL has signed an agree-

ment with the government of

Vietnam for the design, con-

struction and operation of a

new International passenger

terminal at Noi Bai Airport in

Hanoi.

The agreement allows a joint

venture partnership between

Laing and the Northern Air-

ports Region to Vietnam to be

the owner of the terminal.

The three companies within
the construction division of the
LOVELL GROUP have won
contracts valued together at
£36m.

Witliin this total, the Lovell
Construction workload of
£l9.3m includes a variety of
office, transport and residen-

tial work. Among the office

contracts are a £l.9m refur-

bishment for London & Leeds
Estates in the Strand, bomb
damage reinstatement of

£l.I6m in the City, a El.lm
project for the Automobile

Association at Basingstoke and
fitting-out for Zeneca at Stan-

hope Gate Wl.
In the transport field, work

at Heathrow and Stansted Air-

ports, Euston Station and the

Central & District Under-
ground lines combine to total

£2.9m.

Residential contracts of

£6.55m include work for the

City of Westminster on the

Queen’s Park Estate WlO, the

Samuel Lewis Housing Trust

at Beckton, English Churches
Housing Group in Westmin-

ster, the Civil Service College

at Ascot, and the University of

Brighton.

Walter Lilly & Co has
obtained work totalling over
£7m in the London area. New
clients include QPR Football

Club, Queen’s Park United
Reformed Church and Nonsuch
High School in Clieam.

In the Midlands and North of

England. Bullock Construction

has been awarded contracts

worth £9.6m, mainly in the

educational and housing sec-

tors.

Thermal power
CKMINDIA, part of Trafalgar

House Construction, has
secured new orders worth
£10m.
The largest is a £5m contract

from the Tamilnadu State Elec-

tricity Board for the civil

works for a coal handling plant

which forms part of a new
thermal power project.

The company has begun con-

structing diaphragm walling so

that deep excavation for the

wagon tipplers, unloading hop-

pers and emergency reclaim

hoppers can take place.

Work on the installation for

the batching plant and piling

work for the stacker reclaimer

system and other conveyor
systems is currently under
way. The project is scheduled

for completion at the end of

next year.

The company has also won a

El.lm order to construct a
berth for the Calcutta Port

Trust at the port of Haldia in

eastern India.

Bridget Bloom, formerly
agricultural correspondent of

the Financial Times, has been

made a part-time commissioner
of the Forestry Commission.
The appointment comes as the

future of the Commission is

being reviewed by an inter-
ministerial committee, with
privatisation an option.
Bloom, 56, was the FT's

Africa and later its defence cor-

respondent, before taking up
the agriculture beat. She
retired from the paper last year
and is a part-time commis-
sioner of the Meat and Live-
stock Commission.
While writing for the FT she

was strongly critical of govern-
ment forestry policy, until the
abolition in 1988 of tax conces-
sions that had encouraged
wealthy individuals to invest
in large-scale tree-planting.
Seven of the 12 members of

the Forestry Commission, its

board of directors, are non-ex-
ecutive.

The performance of the non-
executives is strongly criticised
In a submission by the Insti-
tute of Chartered Foresters to
a government review. The

Institute said it suspected that
improvements to the running
of the Commission had been
“achieved to spite of the non-
executive commissioners, not
because of them".

Barry Goddard, executive
director of the Council for
Travel and Tourism, has also
been appointed secretary
general of The DUTY-FREE
CONFEDERATION.

James Gilmore has been
appointed deputy director

general of CAB
INTERNATIONAL, an
intergovernmental
organisation providing services M
to agriculture and the

”
conservation of natural
resources.

John llott, md of R.S.
Kennedy and Co, lias become a
companion of the
INSTITUTION OF GAS
ENGINEERS.

Lady Poosonby of ShoJbrede
has been appointed Waterways
Ombudsman, largely, she
believes, on the strength of

her experience as a barrister

and arbitrator. Every year mil-

lions of people use Britain's

canals: boaters, anglers, and
freight carriers.

If they have cause to com-
plain of maladministration by
British Waterways, the nation-

alised body that runs the

canals, reservoirs, towpaths
and buildings, they have
recourse to BWs complaints

procedure. If still not satisfied.

Lady Ponsonby Is their last

resort

No one really knows how
busy she may turn out to be;
British Waterways says it
keeps no overall record of how
many moaners It gets annu-
ally. But Lady Ponsonby is not
one of them; she acknowledges
never having taken a canal
boat holiday, “though I have
walked along a good few tow-
paths".

During her three-year con-
tract, Lady Ponsonby, 81.
ptons to stir the waters a bit;
British Waterways will have

by my decisions, and
“ don’t like them, too bad- they re stuck with me," she
says.
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ARTS

Brian McMaster’s Edinburgh festival
Alastair Macaulay reflects on the highs and lows of this summer’s three-week event

V?

*

T
toswas the first Bdinboreh

^ °Pening concert
^AUBuSt lo) to final performance (Sep-
tember 4) - and kept up an average $
3 shows or more per day. ft £ad ^

ac
£dents> starting

with the mysterious fire at the Pla^
hoiffie, which continued right through
tothe last week, daring which, two
sopranos and one mezzo carried on
despite-announced throat complaints.
It also had its no-nos (the most lack-
lustre opening concert anyone can
recall) and its lulus (the gt
Jhmes MacMillan’s music “in focus").
Yet Edinburgh's remains a uniquely

beloved fes&val, not least because of
Edinburgh itself. Some of the critics
who complained loudest about indi-
vidoaHy disappointing events in 1933
porathetosfi spoke of their great hap-
piness in being here again. One rea-
son for that was this year’s glorious
weather, which made, the architec-
tural and natural beauties of the city
stand out with exceptional definition.
Ever at night-time, the moon h»mg
low in the sky above the castle - most
memorably on the evening of the
great fireworks concert.
The Edinburgh festival is also held

dear for three other reasons: Its suc-
cess in combining multiple arts, its
function as a meeting-point of an
manner of people interested in the
arts, and the lively co-existence of
official and fringe events. So what if
Aeschylus was mantel by a charla-
tan? So what if Julius Caesar kept
being drowned by airplanes, tractors
and a grain-dryer? So what if the
three Lenz plays showed very well
why we have seen so little Tjwi»

before now? You had only to go to
Holbein, or the ritufsay Quartet, or
The Broken Jug, and you fell in love
with the arts all over again.
But this has been true of Edinburgh

for donkeys' years. What of the festi-

val under Brian McMaster? Well, yon
could tell that he bad an audacious
penchant for the unorthodox last
year, when he launched. Ids regime
with Schoenberg's Moses und Aron.
(Nobody dared make the old crack
“Are yon sitting comfortably? Then
HI play you some Schoenberg.") He

Dissident* and modernity: Mark Morris Dance Group at the Edinburgh festival

has suffused his festival with a men-
tality both international and fringe -
as I realised last Friday, after a day
that had included a morning lieder

recital by a German thalidomide
basso, a matinee play-reading of
Jakob Lenz's The SbJcfrers, an evening
concert Of mfnnr .Tantfrak and miwor
Schubert, and a late-night concert by
a Gataian protest singer.

For many of us, the main fun of the
Edinburgh festival lies in what it

teaches us that we never knew before.

These days, the festival has specific
thpmog and this appeals to the eter-

nal student in me; 1 arrive looking

forward to a three-week course in sub-
jects about which I know too little.

But 1993’s themes were an odd bunch.
The Schubert/Jandcek theme was
designed less to cover either composer
properly than for compare-and-con-
trast purposes, not often to stimulat-

ing effect The Verdi “from first to

last" theme omitted so much of Verdi

“in between" that it proved a wish
sandwich. And the MacMillan theme
has pot scores of us off bis music for

good. Next year’s themes, it is said,

will include Goethe and Beethoven:

CfepfttfPra

which Edinburgh should be able to

serve judiciously.

The most successful 1933 theme was
the bringing together of the work of
four of today’s most celebrated for-

eign theatre directors - Peter Sellars,

Robert Wilson, Robert Lepage. Peter

Stein (though it is revealing that the

festival’s most perfect - and most
beautifully acted - production of all

was Thomas Langhoffs account of
Kleist's The Broken Jug). Here is a
theme I would love to see taken fur-

ther. Imagine, far example, a festival

where we saw four or more interna-

tional directors’ contrasting treat-

ments of Shakespeare or Ibsen plays;

or Greek tragedies. Imagine a festival

that gave us every Chekhov play,

each one staged by a different master.

For some of us, there is another,

more specific, reason why we cherish

the Edinburgh festival: namely, the

ii?Tn concerts at the Queen's HaiL Six

mornings per week you can start the

day with chamber music or a recital,

and, even when the music is not to

your taste, the act of sitting and
attending in quiet to music is the best

possible daily therapy - perhaps espe-

cially to those of us who spend much
of the rest of each day focusing mare
upon tiie other arts, ft is strange but

true that, since much of the Queen’s

Hall music is of highest standard, you
really can feel that your life has been

enlarged a little, several days a week,
before lunch.

Let me not sound too lyrical about

this year's assortment Apart from
Ma/-\rm»n (ojt vey), the Gould Trio

and Steven Osborne simply were not
of international standards. OK,
Osborne - like MacMillan - is a good
Scots boy; but this was the second
year in which we watched his tense

and unauthoritative way with piano
classics. As for the Gould Trio, their

phrasing lacks firmness, and their

violinist is slipshod. But tire recitals

by Anne Sofia von Otter, the Lindsay
Quartet. Yuri Bashmet, Dawn
Upshaw, Andros Thomas Quas-
thoff; Sylvia McNair - each of these

was a special event memorable and
moving.
This year (and gnd next), there

has been one ideal Edinburgh artist

the choreographer Mark Morris - who
is both rnhwnartmrai anri fringe, theat-

rical and musical, alternative and
classical, and who is plainly one of

the superlative artists of our day. His
theatrical visions -just see GrandDuo
and Home - are equal to those of the
above theatre-directors. There is

gn/M>f>h <B.griA»no» and modernity in

Morris to suit him to McMaster’s
spirit and McMaster has responded
by making SOTO that MomS’S danaaa

are accompanied by world-class musi-
cians. Sight and sound 8R thrillfrngly

and festively, conjoined.

The Proms/Paul Griffiths

Asko Ensemble
Theatre/Malcolm Rutherford

Hysteria at the Royal Court
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Henry Goodman (Freud, seated) and David de Keyser in Hysteria

played by Tim Potter, prancing

IF YOU schedule a programme
of new music at ten on a
Thursday night, you get the
audience you might expect:
this was a Queen Elizabeth
Hall concert with the gloom
,and the boom of a nine-tenths

empty Albert Han around it.

There at the middle the Asko
Ensemble of Amsterdam were
playing brilliantly under the

young British conductor Jona-

than Noth
Of the four pieces, there

were recent chamber concer-

tos, all with the virtuoso solo-

ist being chased and filigzeed

by musicians of .similar skills

and intensities- Ligeti’s Piano

Concerto came off best, per-

haps because its fascinations

drew the ear into intimacy
through all the echoing space.

Iigeti has related his aston-

ishing mwflic of the last decade

to fractal geometries, and the

Piano Concerto supports that

connection with its swirling

detail, its ceaselessly reinter-

preted patterns and its sugges-

tions of things we know:
Baroque toccatas, the exultant

pulsations of AfrO'Caribbean

folk music, wan of fad-

ing Romantic pathos, brassy

jazz.

As performance demon-

strated, it is also a comedy
especially for the percussion-

ist, who tails the piano in a
maimer at once manic and
ally, and who brings the whole

thing to a sudden stop with a
sharp knock an the woodblock.

But everyone was on excellent

form, from the raring-fingered
Rnland Poptfnpn at the piann

to the poetic double-bass
player.

TTie other mini-concertos
both featured the violinist

Irvine ArdittL Luca Frances-

coni’s itftt neuraU was again
music of echoes, but more
deliberately so. the work, of a
Berio pupil in having a soloist

who is part Paganini, part folk

fiddler playing into the rever-

berations of a small orchestra.

Brian Femeyhough’s Terrain,

new last year, lost most from
the scale of the place. Mr
Arditti’s solo line, almost unin-

terrupted through the 12 min-
utes of the piece, was full of

nimble wonder, but diluted by
distance from fervour (the

characteristic first marking is

“tense, electrified") into some-
thing more like grace, as if the
violin were a bird skimming
over a landscape of rolling har-

monic hflfa and fizzier things

from an octet borrowed from
VarSse’s Octandre.

That homage was followed

by the bursting, vital reality of

VarAse in a performance of

Integrates which Mr Nott ably

heaved and steered without a
score through all its splendour,

crackling percussion configura-

tions and lonely, finely played

oboe melody.

ALMOST the best Hnp in the
new play at the Royal Court is

the first. The central character

sits mntinnlpRg in his
long enough to be convicted of
hamming- Then be opens with:

“If you are waiting for me to

break the silence, you will be
deeply disappointed.”

This is also the last line .of

the play. For given that the

centra] character is Sigmund
Freud, you would expect a cer-

tain synthesis, synthetic or
otherwise, hi the meantime we
have been on a rare helter-

skelter that opens like a mys-
tery-thriller, moves quickly
tntn force, thpn has lrvng peri-

ods of semi-seriousness.

Enjoyment of Terry John-
son's Hysteria will depend
almost aitirely an your mood
on the night. Having returned
from duty at the Edinburgh
festival, I was looking for fan
and a touch of southern frivol-

ity, and very good some of it

turns out to be. It is pleasing to

hear that Freud had recently

been to see Rookery Nook in

the West End and had laughed
four or five times. Since laugh-

ter for Freud was clearly a seri-

ous matter, that is a lot

I also enjoyed seeing John-
son emulate some of the best of

the farce tradition; a naked
girl, the daughter of the sub-

ject of one of Freud’s case
studies, hidden in the closet,

and Salvador Dali, wonderfully

about in his underclothes.

The inevitable line takes a
long time to come, bat is worth
waiting for. Old and doddery in

London in 1939, Freud trips

over the carpet “It was only a
Freudian slip,” is the natural

response. It is a pleasure, too,

to find the Royal Court taking

such an eclectic approach to its

choice of plays. This is partly

the same team that gave us
John Guare’s Six Degrees of
Separation in this theatre:

Pbylhda Lloyd as director and
Mark Thompson as an excel-

lent designer of sets.

Others, however, may prefer

the more serious parts which
centre on Freud as analyst and
theorist and possibly Freud as
a fraud. It is alleged that he
changed his views whan he
saw how oddly they fitted with
his own family background.

1 am unable to comment on
how far that is true. The cen-

tral theme that Freud and Dali
were both frauds, though of a
different kind, seems slightly

implausible. Freud at least bad
a degree of seriousness which
has passed into almost every-

one’s consciousness. Still, the
equation between the two is

something that theatre audi-

ences in the right mood might
like to discuss afterwards.
There is also a Jewish doctor

who goes on about Freud and
Jewishness *mri a thwin that

Moses was an Egyptian which,

the doctor says, ought not to

be published in the late 1980s.

Some people might like to take
that as a serious thane as welL
For my part, I preferred the

fanny bits. Heiuy Goodman is

a compelling Freud, but the .

mix is not quite right

Royal Court Theatre (071)
730-1746.

Sponsorship /Antony Thomcroft

Fears for live

events funding

T
he world, well, that for Sadlers' Wells based around
scrap of it known as dance, and helped English
the arts sponsorship Estates with its important edu-

world, was amazed cational work. In future such
when the Association for Busi- time-consuming advice Drill be
ness Sponsorship of the Arts costed. ABSA’s task is to
came up with a figure of ensure its hundreds of corpo-

£64.4m for corporate expendi- rate members that they can
tore on the arts in 1991-92 and still look to it for free

predicted that there might day-to-day guidance on spon-

even be a slight increase this sorship matters,

year. If ABSA wants to ensure *

that its forecast comes true It The Barbican is the first arts

need only add in the SABm that organisation (festivals
(Tiaarir EM has raised through excepted) to fake full advan-

sponsored programmes in the tage of the extra cash available

cast year. under the re-vamped Business
It is hard to argue that the Sponsorship of the Arts

Classical Gas programme, schama which this year has
sponsored by British Gas on £4L5m of government money to

the station; Classic Verdict, hand out as encouragement to

which appears thanks to Cleri- arts sponsors. Since April the
cal & Medical, and the station's maximam top-up for an arts

Summer Music Festival pro- company with a sponsor in tow
gramme, sponsored by Konco has increased from £25,000 to

(impressed by rival Nestles £35.000, and, more importantly,

success in underwriting the during a year it can make four
charts on pop commercial applications (instead of two)
radio) are not a form of arts and receive a maximum of

sponsorship. £50,000 in state aid, double the

Certainly the latest initia- old limit
tive, a £100,000 investment by The Barbican secured Its

Prudential to ensure that its £35,000 when the German bank
sponsorship of the Prudential Norddeutsche put up the same
Awards for the Arts is better amount to underwrite an exhi-

known, is designed to help the bition of the work of Mucha,
arts world. Through the cover- and quickly reached its £50,000

age, the 4J5m listeners of Glas- limit when Levi’s backed the

sic FM, will hear all about the exhibition of photographs by
activities of short-listed compa- Bill Brandt, which also opens
nies like Tfadfitre de Comph- this month,
cite, Open North, and the Sho- So far nine arts companies
bana Jeyasingh dance troupe, have qualified for the £35,000

and will be encouraged to see boost, mainly festivals, like the
them. Brighton and the Covent Gar-

There is a fear that the den, but also exhibitions, like

money spent on sponsoring the Holbein show at the
arts programmes on television National Gallery of Scotland,

and radio, which is now being backed by Capital House
actively encouraged by the Investments, a first time spoil-

media involved, wifi take away sor. Another first time sponsor

funding traditionally pat qualifying for £35,000 is BUPA,
behind live events. There is the which is supporting the Coun-
possibility that some compa- ril for Music in Hospitals in a

nies will feel happier investing number of events this year,

in media, which they under- Applications for BS3S cash
stand through their advertis- provide a good monitor of the
ing expenditure, rather than in state of the arts sponsorship
sponsorship. But TV and radio industry. ABSA, which admin-

coverage will need the events isters the scheme, is actually

of the firing arts to promote, turning away more applicants

and anything that gets busi- this year, especially those
ness thinking about the arts as arriving late. All told it expects

a marketing outlet, rather than to receive a record 600 requests

traditional brand and corpo- this year, suggesting that arts

rate advertising, is a good sponsorship has ridden out the
thing recession better than most

* *

Slowly, almost imperceptibly. Tate & Lyle, as a member of

ABSA Consulting is being the Per Cent Club, devotes a
launched on to the world. It is proportion of its profits to good
a risky business for the Assori- works, of which the arts merit

ation for Business Sponsorship 15 per cent Most of this,

of the Arts, a charity riBtrigneri £120,000 over the past three
to increase corporate funding years, has naturally gone to

of the arts, to start up a com- the Tate Gallery, founded by
merrial subsidiary, ft has tradi- Henry Tate in 1397.

ttonafiy given free advice to its The link is due to end next
corporate members. month bat already the search

It will still do so. If you want is on for a continuing connec-

a quick opinion about a new turn. In the past Tate & Lyle

sponsorship, or a run down of has sponsored the Friends of
opportunities in the dance the Tate, providing the seed
Grid, say, or in drama. ABSA com money which has enabled
will still weigh in with its the Friends to grow in num-
experience. Bat if you are a bers and revenue. The Friends
long-term sponsor who is contribution to the Tate Pur-
thinking of revamping its span- chase Fund now approaches
sorship programme and needs £100.000, and included the com-
an audit of past activities and missioning of the Patrick
some considered research into Heron coloured glass window
potential commitments, or a in the new Tate St Ives,

totally new sponsor looking for *

guidance and perhaps a pack- The London Philharmonic
aged arts programme, then Orchestra has just returned
ABSA Consulting will charge from a twelve concert tour of

you the rate for the job based South Africa. It is the first visit

on its hours of research and its to the country by an important
lengthy documentation, pre- British arts company for many
pared by still to be recruited decades. The tour was spon-
internal consultants. sored by Nedbank, a leading

ABSA has always been a big South African banking organi-

player behind the scenes. It ration, for an undisclosed but
advised Digital when it “substantial” sum, presumably
launched its rescue programme around £100,000.

ft

*
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BERLIN

FESTIVAL
its year's theme is Japan

tpe. Now Symphony
a of Tokyo gives a concert

v at the Philharmonie.

,
Ermosuke’s KabuM Theatre

ires performances at the

» Oper from Thure till Sun.

I Dance Ensemble can be

Schtoastheater Potsdam

and at Staatsoper unter

an on Fri and Sat The

allet Is in residence at the

t Oper from Sep 21 to Ort

TlbWon entttted Japan and

543-1929 opens at

ropius-Bau on Sun, with

n 500 objects tracing the

nent of Japanese art and

roes which Japanese and

1 artists have had on each

dio Abbado conducts the

ffiiaimonfc Orchestra

t the Philharmonie in a

neofBakhmarwiovand

sky, with piano

n. Other concerts at toe

ante and Kammermusiksaar

this week feature Cherubini Quartet

(tonight and Wed), Bavarian Radio

Symphony Orchestra with Lorin

MaazeJ (Thurs), Ensemble Modem
(with Henze’s new Requiem on Fri),

Berlin Philharmonic under Claus

Peter Ftor (Fri and Sat), and Berlin

Ratflo Symphony Orchestra with

Vladimir Ashkenazy (Sun). Next

week's programme Includes

concerts conducted by Klaus

Tennstedt and Roger Non-ington.

• At the Schauspieihaus, Heinz

Hoffiger conducts the Berlin

StaatekapeUe on Thurs in works

by HoWger, Berg and Mahler (with

violin soloist Thomas Zehetmair),

and Gustav Kuhn conducts Berlin

Radio Orchestra on Sat In

Pakhmaninov, Beyer and Brahms.

• L’Homme qui, Peter Brook’s

latest theatre piece, runs at Berliner

Ensemble flD Sep 15.

• The festival runs tffl Sep 30.

The festival office © at Budapester

Strasse 46 (information 254890

ticket reservations 2548 9100)

OTHER EVENTS'

The 1993-4 season at the Komtscne

Oper begins on Fri with the first

night of Harry Kupfer*s new

production of Rknsky-Korsakov's

Tsar Saltan. Repertory over the

following two weeks includes Kupfer

productions of GiuBo Cesare,

Gluck’s Orfeo, Cos! fan tutte and

Les Contes d1Hoffmann, all sung .

in German (229 2555). Staatsoper

unter den Linden has Les Contes

d’Hoffmarm tomorrow and I Capdeti

e I Mentecchl on Wed and Sat (200

4762). A new production of Cabaret

starts previewing at Theater des

Westons on Sat, first night Sep 17

£3190 3193). The ensemble of the

Deutsche Oper Is in Japan until

mid-October.

• Tickets and information for

theatre, revues, concerts and
nightclub shows available from City

Center Theater und Konzertkasse,
KurfQrstendamm 16 (tel 882 6563
fax 882 6567) and Theaterkasse

im Europa-Center (tel 261 7051 fax

261 9286)

NEW YORK
THEATRE
• Later Life: A.R. Gurney’s

much-acfrnired comedy about a man
and woman who meet after a
30-year separation. Now previewing,

opens on Thurs (Westside, 407 West
43rd St, 307 410Q)

ft The First Lulu: an adaptation

of Wedekind’s Pandora's Bax, about

an uninhibited sexual force that

drives men and women to

distraction in patriarchal Europe,

starring EHse Stone (Bouwerie Lane

Theatre, 330 Bowery, 677 0060)

ft Einstein: a one-man show about

the renowned physicist, written and
directed by Joel Sefnrefer, starring

Richard David Springs Till Sep
18 (The Acting Company Studio

Theatre, 420 West 42nd St, fourth

floor, 718-852 5824)

ft Angela in America: the first half

of Tony Kushneris epic, freewheeling

play about gay fife, Rsagan-era
ponies and Mormonism. Not to

be missed (Walter Kerr, 219 West
48th St, 239 6200)

ft The Sisters Rosensweig: Wendy
Wasserstain’s piay, a comedy with

serious undertones, about the
reunion in London of three American

Jewish sisters (Ethel Barrymore,

243 West 47th St, 239 6200)

ft Kiss of the Spider Woman: a
Kander and Ebb musical, based
on the novel by Manuel Puig,

directed by Harold Prince with a
star performance from Brent Carver
(Broadhurst, 235 West 44th St, 239
6200)
• Tommy: a musical written and
composed by Pete Townshand,
based on the classic 1969 rock
opera by The Who and directed

by Des McArarff (St James, 246
West 44th St, 239 6200)
• Fool Moon: a comic
entertainment written by and starring

David Shiner and Bill Irwin, with

music by the Red Clay Ramblers
(Richard Rodgers, 226 West 46th

St, 307 4100)
ft Olearma: David Mamet’s
much-talked-about drama about
a university professor and a young
female student, with Jim Fraglone
and Mary McCann (Orpheum, 126
Second Ave, 307 4100)

ft Blood Brothers: Wffly RussetTs

musical about twins who, separated

at birth, eventually meet and fell

in love with the same girl (Music

Box, 239 West 45th St, 239 6200)

MUSIC/DANCE
State Theater The first new
production of New York City

Opera's current season is Tippett's

The Midsummer Marriage, first night

on Thurs. Christopher Keene
conducts a staging by Francesca
ZambeUo. Repertory also includes

Madama Butterfly, Tutsidot.
Carmen and The Mikado (870 5570)
Avery fiaher Hafl Harry Betefonte

gives concerts on Thurs, Fri, Sat
The New York PhBharmonic

Orchestra launches its new season
on Sep 22 with a Beethoven and
Shostakovich programme conducted
by Kurt Masur, with violin soloist

Itzhak Perlman (875 5030)
Carnegie Hafl The season begins
on Sep 23 with a concert by toe
Philadelphia Orchestra conducted
by Wolfgang SawaJlisch, with violin

soloist Midori (247 7800)
Metropolitan Opera The 1993-4
season opens on Sep 27 with a
gala celebrating toe 25th anniversary

of toe Met debuts of Luciano
Pavarotti and Pladdo Domingo (362

6000)

PARIS

MUSIC/DANCE
ft The Orchestra de Paris opens
its 1993-4 season on Sep 15 at

SaRe PteyeJ with the first of two
progr&nmes devoted to toe music

of Richard Strauss. The first

programme (repeated Sep 16 and

18) features Maria Ewing in the final

scene of Salome, whle toe second

programme (Sep 22, 23, 25) features

Margaret Price in the Four Last

Songs. Next month's concerts are

conducted by GiuUnl, Boulez and

Bychkov (4563 0796
ft The Opera Bastille reopens

on Sep 23 with a new production

of Der fliegende Hollander, staged

by Werner Herzog and conducted

by Myung-Whun Chung, with Falk

Struckmann in the title role and
Sabine Hass as Senta. Roman
Polanski's production of Les Contes
d’Hoffmann is revived on Oct 9 with

David Rendafl in the title rote (4473

1300)

ft Felicity Lott stare to a new

production of Der RosenkavaOer,
which opens the Chfrtelefs season
on Sep 24 (repeated Sep 27, 29,

Oct 3 and 5). Adolf Dresen
produces, Armln Jordan conducts
and the orchestra is the
Phlharmonia (4028 2840)
ft The dance season at Palais

Gamier reopens on Sep 29 with

a gala including choreographies
by Bessy, Lander and Forsythe
(4742 5371)

FESTIVAL D’AUTOMNE
Highlights of this year’s festival (Sep
21-Dec 30) are Bob Wilson’s stage
adaptation of Virginia Woolfs
Orlando starring Isabelle Huppert,

BOchneris Woyzeck staged by
Jean-Pierre Vincent, Giorgio

Strehter's touring production of

GoJdonTs La baruffe chtozotta and
Peter Sefiare’ modem version of

Aeschylus’ The Persians. The dance
programme features the Twyla
Tharp, Luanda Childs and Bill T.

Jones companies, plus Jan Fabre

end Anne Teresa de Kaersmaeker.

The musfo programme las an
American slant, with a special focus
on Steve Reich, John Adams and
John Cage (4296 9694)

THEATRE
Theatre da Gennevfiliers opens the

new season on Sep 15 with

Shakespeare's King Lear, directed

by Bernard Sobei (4793 2630).

Thdatre Narrterre-Amandtere reopens
on Oct 1 with Eugene O'Neill’s

Desire under toe Elms, directed

by Thomas Langhoff (4614 7000)
ft A 24-hour recorded telephone
guide to Paris entertainments is

available in English by dialling 4952
5356

ARTS GUIDE
Monday: Berlin, New York
and Paris.

Tuesday; Austria, Belgium.
Netherlands, Switzerland,
Chicago, Washington.
Wednesday: France. Ger-
many, Scandinavia.
Thursday: Italy, Spain,
Atoms, London, Prague.
Friday: Exhibitions Guide.

European Cable and
Satellite Business TV
(All times are Central Euro-
pean Time)

MONDAY TO THURSDAY
Sigrer Channel: European
Business Today 0730; 2230
Monday Super Channel:
West of Moscow 1230.
Stqwr Channel: Financial

Timas Reports 0630
Wednesday Super Chan-
nel: Financial Times
Reports 2130
Thursday Sky News:
Financial Times Reports
2030; 0130
Friday Super Channel:
European Business Today
0730; 2230
Sky News: Financial Times
Reports 0530
Saturday Super Channel:
Financial Times Reports
0930
Sky News: West of

Moscow 1130; 2230
Sunday Super Channel:
West of Moscow 1830
Super Channel: Financial

Tim8S Reports 1900
Sky News: West of
Moscow 0230; 0530
Sky News: Financial Times
Reports 1330; 2030



Samuel Brittan

How the wealth of

nations changes
One advantage

possessed by
economic ana-

lysts at the
heart of the ITS,

well away from
the short-term

preoccupations

of Washington
and New York,

is that they have more incen-

tive to study underlying pro-

cesses. The Federal Reserve

Bank of Minneapolis takes

advantage of its situation to do
just this; and it devotes the

spring 1993 issue of its Quar-
terly Review to a study of

changes in the wealth of
nations*.

The slogan of the growing

gap between rich and poor
nations has been with us for a
long time. But the analysis in

the review suggests that it is a
highly misleading one. After

carefully inspecting standard
international data for the

period 1960-85 it concludes that

there is indeed a huge dispar-

ity in the performance output

of different countries. The five

countries in 1985 with the high-

est per capita real GNP had
output 29 times as high as the

five with the lowest real GNP.
For comparison, the per cap-

ita output of the most prosper-

ous CIS state, Connecticut, was
only twice as high as the poor-

est. which was Mississippi. On
the other hand the disparity in

output between the least and
the most productive workers in

the US. as in most other west-

ern countries, was almost as
great as that between rich and
poor nations. (Relative produc-
tivity is here measured by pay
differentials, which would
enrage some egalitarians.)

On tbe other hand there was
no tendency for the interna-

tional gap either to grow or to

shrink. Measured in terms of

relative GNP per capita, the

gap was much the same in 1985

as in 1960. But this does not
mean that countries were fro-

zen in their relative positions.

On the contrary, there were
big changes in the identity of

those at the top and bottom of

the world distribution.

There are of course
well-known difficulties in tak-

ing relative GNP figures as
indices of living standards. It is

DEVELOPMENT MIRACLES AND DISASTERS, 1960-85

Decreases In retaffire wealth

Country Factor change
Increases in relative wealth

Country Factor change

Sautfi Arabia 342 Zambia 2.63

Lesotho 3.19 Mozambique 2.63

Taiwan 2.60 Madagascar 2.50

Hong Kong 2.59 Angola Z30
South Korea 2.40 Chad 2.13

Egypt 2.38 Liberia 2.04

Congo 2,18 Ghana . 2.00

Japan 2.10 Zaire 1.86

Singapore 2.09 Nicaragua 1.85

Syria 1.88 Afghanistan 1.75

Source: RhM flown* Bm at Utawpob

doubtful if a city dweller in the

US could physically exist on an
income one twenty-ninth of the

national average. But, for all

their failings, the GNP esti-

mates provide at least a
starting point for analysing
international differences.

The table shows some of the

main development ‘'miracles'*

and "disasters". It Is based on
the relative wealth of each
country, defined as the ratio of

its GNP per head to that of the

US. Tbe Federal Reserve
authors go on to define what
they call tbe “factor change”
as the ratio of relative wealth
in 1985 to that in 1960.

At the head of the miracle

countries comes Saudi Arabia,

whose relative wealth has
risen by a factor of more than
three. One only has to utter

the word “oil” and pass on.

Next in the list is Lesotho in

south-east Africa, which had
an enormous growth opportu-

nity, as in 1960 it figured as the

poorest country in the world.

The Congo is another surpris-

ing miracle case which must
have started from a pretty low
base. These examples show the

snags that exist even in the

most sophisticated of interna-

tional league tables. The other

miracle countries are more pre-

dictable: Japan and some of
the south-east Asian “tigers",

plus Egypt and Syria.

Among the development
disasters where relative wealth
fell was Zambia, which fell by
a factor of more than two and
a half. Sadly it is followed in

the disaster league mostly by
other African countries. The
two non-African basket cases

are Nicaragua and Afghanistan
- both ravaged by civil war.

There are no prizes for guess-

ing which part of Europe
might have graduated to disas-

ter status if the tables could
have been extended to -1993.

Explanations of these rela-

tive wealth changes are inevi-

tably more speculative. The
authors show once again that

mechanistic models based on
amounts of standardised
labour and capital used do not

explain comparative perfor-

mance. The unexplained resid-

ual has often been attributed

without adequate evidence to

human capital, which is natu-

ral enough for writers working
in higher education. But the

Minnesota authors are uncon-
vinced and suggest the missing

factor is one that they call

business capital. This is not
the same as physical invest-

ment, but is some mixture of

entrepreneurship and organisa-

tional skill.

Tbe Minnesota attempts to

model this factor as a kind of

inverse of taxes on profit and
capital is less convincing and
is carried out in terms of
abstract algebra rather than
examination of actual data.

Why do US economists have to

downgrade history, culture and
plain luck in an exaggerated

attempt to be useflil policy

advisers?

But for all its imperfections,

the Minnesota Review analysis

is a big advance on the typical

muddle-headed condemnation
of tbe west for tbe poverty of
the poorer countries or for the

conventional guilt-ridden
responses.

*Research Dept. Federal
Reserve Bank of Minneapolis,

PO Box 291. Minneapolis. Min-
nesota 55480-0291

B
ritain, according to

many trade unionists,

is an increasingly

unpleasant place in

which to work. A shrinking:

number of employees, they

argue, enjoys "steady jobs"

offering security and prospects,

while a growing army of work-

ers - from highly skilled pro-

fessionals to labourers - is sub-

ject to the hire-and-fire whims
of hard-pressed, or plain ruth-

less. employers.

Much will be heard about
this Britain at the 125th annual

gathering of the Trades Union

Congress which opens today in

Brighton. But not many of the

1,000 delegates will be
reflecting on why, if working

life is so unpleasant, the num-
ber of people reaching for the

protection of the trade unions

is falling. Even in the late

1980s. when more than tin jobs
were created, the trend was
downwards. Now, TUC-affili-

ated unions represent only 30
per cent of the workforce.

Moreover, the row over the

return of the Electricians
Union to the TUC and other

domestic tiffs will distract dele-

gates from pondering what
trade unions have to offer their

other customers: employers,
not to mention the national
economy in the latter 1990s.

One person with longer-term
strategy on his mind is Mr
John Monks, 48, the thoughtful

new general sea?etary of the

TUC. who promises a relaunch
of his battered organisation

and, he hopes, the whole trade

union, movement
The arrival of a new leader is

generating a flutter of opti-

mism among the trade union
elite that the movement can
make itself more relevant On
the race of it. however, its pros-

pects are gloomier than ever.

Despite the loss of political

influence under Tory govern-

ments and the more restrictive

legal framework of the past
decade, British unions still

have an influence greater than
warranted by their actual

numerical strength in large

manufacturing plants and the

public sector.

But that position is now
under serious threat Financial

constraints, caused by falling

membership, will be exacer-
bated by government moves to

curb the automatic deduction
by companies of trade union
dues from wages.
More worrying for the

unions is the way in which the

withdrawal by employers of
union recognition, once the
exception, is becoming com-
mon. The oil industry provides

the latest example.

“In some workplaces, unions
have become so marginalised

CHINA& EASTERN
INVESTMENT COMPANY LIMITED

1993

US$
53

,817,874

1992

US$
49,569,350

2, 186,789 1,858,654

814.214 1,395,050

1.352,575 463,604
39 770

1,352,536 462,834
- 204,000

1.224,000 204,000

>28.536 54.834

US$0,066 US$0,023

US$0.06 US$0.01

US$2.64 US$2.43

US$2.i 18,671 US$406,164
US$1,601,317 US$13,804,961

Preliminary Announccmenr of Final Results for the Year Ended 31st July, 1991.

NET ASSETS

REVENUE

ADMINISTRATIVE EXPENSES
PROFIT BEFORE TAXATION
TAXATION
PROFIT FOR THE YEAR
SPECIAL INTERIM DIVIDEND - PAID
FINAL DIVIDEND - PROPOSED
PROFIT FOR THE YEAR - RETAINED

EARNINGS PER SHARE
FINAL DIVIDEND PER SHARE
NET ASSET VALUE PER SHARE
OTHERTRANSFERS TO RESERVES

N«i profit on disposal of investments

increase in valuation uf investments

EARNINGS PER SHARE
The c.ik ul.it ton of the uuming* per share is based oil profit for the yeut of US$1,352,536 11992: US$4o2,834) and on 20.400,000 shares
(IWi: l

1*,942,429 ,harw) in issue.

TAXATION
Tins ch.inje represents overseas withholding tax.
During the year the majority of rhe Croups income was not assessable to Hong Kong Prolits Tax .is n was generated from offshore activities sinU
capital transactions. The estimated assessable profit has been wholly absorbed by taxation losses brought forward and rux which would otherwise
have been payable at 17.5% (1992: 17.5%) amounts to approximately US$13,000 (1992:LIS$13,000).

EXTRACT FROM THE CHAIRMAN'S STATEMENT
China & Eutcms eighth year has seen the Company's net nsser value increase to US$5J.8Zni (US$2.64 per share) an 8.6% advance from the
USS4f47m IUSS2.43 per share) reported last year.

The itrung gruwrh in China & Eastern's earnings has continued wirh rhe profit attributable co shareholders Inerauing by 192% ro US$1. 35m from
U5$0.4ftm in 1992. This growth, which arises from both an increase in revenue -and a decrease in expenses, allows the Board to recommend a
final dividend nl US$0.06 pcrahjre.
The most sigmlicanr development during 199} has been the listing uf Chinese companies on the Horn; Kong Stock Exchange through the ivilie of
'H' shares. At the time of writing, four Chinese companies have been listed in Hong Kong raising US$350m in fhe process. China & Eastern has
lakun advantage vl this opportunity to increase its exposure ruChinese companies-
Notwithstanding the concerns over the potential overheating of the Chinese economy and the lack of any significant progress in the Sino-British
discussions over democratic reitinn, market sentiment remains strong in Hong Kong. Given rhe level of liquidity available, in parr due K< the

negative real interest rates in Hung Kong and rhe expansion of China's capital base, the Bojrd looks to the future wirh confidence and believes

(hut (here will continue fa be excellent investment opportunities lor the Company through which rhe dutreltohlen ofChina & Eastern can enjoy
long term c.ipirnl appreciation.

FINAL DIVIDEND
Your Board recommend the payment of;» fired dividend of US$0.06 per sharem respectofthe 1993 financial year ( l*»2: US$0.01 per share J.

REDEMPTION, PURCHASEOR CANCELLATION OF SHARES
There was no redemption, purchase or cancellation ofshares hy the Company or its subsidiaries during the year.

By order of rlu? Board

M.G. Bond
Company Secrvrary

3rd September, 1993

The Annual Report and Accounts will he posted to shareholders at the end uf September, 1993 and will he ra.iJe available to the public At the

Company’s Registered Office, 6th Fltwr. Prince's Building. I Jong Kong, its Registrar; Central Pegistiarion I lone Kong Limited, Nth Floor, I fopeweil

Centre, 183 Queens RixtJ East, Hong Kong and its U.K. Transfer Agent; Barclays Registrars Ltd., Bourne House. 34 Beckenham Road, Beckenham,

Kent BRJ 4TU. The Annual General Meeting will be held at 11:00 u.m. on 9rh November. 1993 at 155 Bishopsgate, Lumlun EC2M 3XY.

The Remitter wJJ close M 4;00 p.j«. on 25th October, 1993 and will re-open ar 9:00 a.m. on 10th November. 1993. All transfers must be lodged

with the Regisrr.it no later than 4:00 p.m. on 25th Octubcr, 1993-

On the lookout for

the vision thing
David Goodhart on the need for fresh ideas at

this week’s annual gathering of the battered TUC
that they are disappearing

with scarcely anyone noticing.

In many other workplaces the

union presence is poised on a

knife edge, with employers
now considering whether the

hassle of getting rid of them is

worthwhile,” says Mr Alan
Cave, a management consul-

tant and former head of

research at the GMB general

union.

Many would regard that

view as exaggerated, but cer-

tainly some liyiinn nfUrials fear

the devolution, of decision-mak-

ing to local managers in the

public sector will threaten this

heartland of trade unionism.
In addition, in both public

and private sectors, employers
are increasingly removing
their most-prized employees
from collective bargaining and
offering *h«n individual con-

tracts.

These trends towards dere-

cognition may be irreversible,

but there are other reasons for

the decline of trade unionism
which the TUC could address.

In particular, union leaders

need to improve their record of

recruitment in those areas
where new jobs are being cre-

ated and among women, who
are filling most new vacancies.

“Unions are still not female-

friendly organisations and,
until recently, they have done
very little on pushing for equal

pay,” says one woman union
activist

The middle-ranking supervi-

sor or lower manager of “mid-

dle England" - pinpointed by
Mr Monks as another key
group needing union support -

also still regards the unions
with suspicion.

“Ideally we would start again

with a new name and without

the cloth cap associations

which the unions still have,"

says one TUC official. “This
should be a great time for

union recruitment. The fact

that it is not is more our own
fault than down to employers
or the government”
Middle England is not at

ease with the unions’ collectiv-

ist traditions or its Labour
party links . Mr Monks, unlike

the leaders of some of the big-

gest TUC unions, is keen to

Tony AmlBM

John Mnnlec thoughtful new general secretary of the TUC

distance the TUC from the

Labour party and turn it into a
much more apolitical lobbying

organisation.

Even Mr Monks, however, is

enough of a traditionalist to

baulk at the argument that

unions must accept the decline

of collective bargaining and
concentrate resources on assis-

tance to Individual employees,

for example in negotiating
individual employment con-

tracts.

However, there is evidence

that the tailoring of union
activities to individuals has
widespread support among
union members. A 1992 survey
by the Nupe public services

union found hat, even among
relatively low-paid health ser-

vice and local government
workers, advice on disciplinary

issues and grievances came
ahead of pay bargaining on the

list of reasons for joining a
union.
Unions are already providing

such legal services for many
members and are effective at

negotiating redundancy deals.

Making a virtue of that and
selling union membership as

an individual's workplace
insurance may run against the

collectivist grain for many
unions, but it may be a neces-

sary ingredient for survival.

Yet to remain an effective

mass-membership organisa-

tion. as opposed to just a politi-

cal lobbying organisation as in

France, will also require the

union movement to keep at

least tacit support from
employers. That is a point Mr
Monks acknowledges, boasting
that some of the most efficient

and successful companies In

Britain recognise unions -

including most of the UK's SO
leading exporters.

According to Mr Robbie Gil-

bert, head of employee rela-

tions at the Confederation of

British Industry, unions still

have a role in channelling the

employees’ “voice”, especially

where there are large groups of

workers who do not Qualify for

individual treatment.

By increasing employee secu-

rity. unions can also help in V
the management of change- At

Rover Group, for example, the

unions helped to negotiate a

“no compulsory redundancy"

agreement during the transi-

tion to Japanese-style working

practices. That has helped to

allow considerable flexibility

within the company because

employees do not fear losing

their jobs. Mr David Bower,

Rover personnel director, also

reports record numbers of

employee efficiency sugges-

tions - which last year saved

Eiom.
Unlons, say consultants like

Mr Cave, can provide a useful i

pressure on employers by *
“whistle-blowing" on every-

thing from cutting training

budgets to poor health and

safety standards- Union lobby-

ing; even on non-employment

issues, for example on higher

Investment in research and
development, can make a dif-

ference inside companies with-

out requiring a formal appara-

tus of worker representation.

Unions also have a potential

to act beyond tbe confines of

individual companies. Unlike

most companies, unions have
links across whole industries

which they can use strategi-

cally, for example, by trying to

establish a better trade-off

between pay and jobs across a p.

sector.

Mr Gilbert of the CBI sug-

gests that unions could have a

role in creating a better bal-

ance between employee secu-

rity and labour flexibility. That

could be achieved, he believes,

be encouraging employees to

develop mobile skills, rather

than clinging to particular

jobs. “That means unions lob-

bying companies and the gov-

ernment for the highest possi-

ble level of training and
retraining so that, if people do

lose their jobs, it is not a disas-

ter because they are readily

employable elsewhere."

This is not an easy agenda 0
for unions. But there are some
workplace trends in their

favour. For example, the

increased emphasis on team-
work production methods has

the potential to increase shop-

floor clout in large manufac-
turing companies.

The challenge for Mr Monks
over the next decade is to

ensure that union influence

does not retreat - US-style -

into a few ghettos in manufac-
turing and the public sector.

This week he must show he
has the vision and imagination

to prevent that fate.
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Acid rain

plan would
not hit coal’
From Gill Witter.

Sir, In Bronwen Maddox's
article, “Dilution measures for

acid rain" (August 31), she
indicates that feare about the
future of the coal industry lie

behind the UK government’s
reluctance to commit itself to

adequate reductions in sulphur
emissions at last week's pan-

European negotiations In
Geneva.

It was for this reason that

the World Wide Fund for

Nature (WWF UK) commis-
sioned its own last-minute
research. That research reveals

that the future of the British

coal industry and effective

measures to reduce acid rain
deposition are not mutually
exclusive. It shows that, even
with 80 per cent emission
reduction (the level recom-
mended by scientists), the UK
could bum 37.5m tonnes of
British coal without commit-
ting itself to flue gas desul-

phurization (FGD) construc-
tion. With 12 GW of FGD (the

original UK commitment), the

UK could bum 462m tonnes of

British coal (50 per cent higher
than, is likely to be used in

1993-94).

The report also shows that
there could be up to 80 per cent
more acid rain damage in some
parts of Europe if the UK gov-

ernment insists on reductions
of 70 per cent rather than 80

per cent in sulphur emissions.

This discrepancy could spell

disaster for sensitive European
ecosystems. Under such cir-

cumstances Britain will surely

have earned its reputation as

“the dirty man of Europe” and
encourage yet more “dritt-

sekk” type comments.
GUI Witter,

pollution officer,

WWF UK,

Panda House, Wayside Park,

Catteshall Lane,

Godaiming, Sumy GUT 1XR

Merit in paying MPs
by performance
From Mr David Marmermg.

Sir, You reported on Septem-
ber 1 that the royal household
is to go on to merit pay
(“Queen decrees pay by merit")

and that Norman Lament is to

work two or three days a week
in the City to supplement his

MP's salary of £30,854 (“Lam-
ent returns to City as Roths-
child director’’).

In the interests of providing
value for money to the elec-

tors/taxpayers and perfor-

mance incentives for MPs, has
the House of Commons consid-

ered introducing performance-
related pay for itself? Pay
could be positively linked to

the hours an MF spends pro-

viding “exceptional service" in
representing constituents, and
inversely related to the time
devoted to company director-

ships, journalism, writing
memoirs and sundry other pur-

suits. Most MPs, presumably,
would welcome such an
arrangement
David Mannering,
2 Stapleford Close,

Chippenham. Wiltshire

Trends indicate engineers
not demoralised in UK
From Mr Denis Filer.

Sir, Your correspondents.
Nicholas Cox and T Taylor
(Letters, September 3) paint an
overly pessimistic picture of

the current situation of the
UK’s engineers.
The most recent salary sur-

vey carried out by The Engi-
neering Council published, in

October last year, showed that
the average earnings of char-

tered engineers had increased
by 28.6 per cent over the previ-
ous three years to £31,768.

Eight per cent of chartered
engineers earn more than
£50,000 a year.
The survey also showed that

the profession’s self-confidence

is recovering from the dip It

took in the middle of the last

decade. Four out of every five

chartered engineers would now
commend the profession as a
career to a young man and
only a few percentage points

less would do so for a young
woman - figures that contra-

dict any notion of a generally

demoralised profession and
confirm its enlightened atti-

tude towards promoting itself

as a carom* option for women.

As for innovation, there are
several bodies operating in this

area and it would not be to
anyone's benefit to duplicate
those efforts. However, at the
younger end of the scale,
where we have a free hand, the
Engineering Council's Young
Engineers for Britain competi-
tion this year attracted more
than 700 entries, double last
year’s total. Many of the pro-
fessional engineering institu-
tions also have extensive pro-
grammes of seminars and
conferences providing educa-
tion in relevant technical and
managerial issues.
No one can deny that the

UK's manufacturing base has
been hard hit in recent years.
But there is stiD much con-
structive activity aimed at
counteracting that trend on
the part of the engineering pro-
fession and there are positive
reasons why engineering is an
attractive, stimulating and
rewarding career option.
Denis Filer.

director general,
The Engineering Council,
10 Maltmvers Street,

London WCSR 3FR

Trade as a
means to

¥
green ends
From Ms Hatma Ward.

Sir, I refer to your leader
“Green thoughts and trade pol-

icy” (September l). Trade can
be of environmental benefit.
But it does not make sense to
use this fact to deny the wis-

dom of trade restrictions to

achieve environmental ends.
The Montreal Protocol is a

classic example of an Interna-
tional instrument which
“entangles” trade and environ-
ment policy to achieve its

objective. That objective is not
to impose developed countries' 4
domestic environmental poli-
cies on developing countries. It

is to protect the ozone layer for
the benefit of all countries.
The Multilateral Fund and

the technology transfer provi-
sions of the protocol encourage
developing countries to accept
its terms. Crucially, the proto-
col also discourages non-partic-
ipation by means of restric-
tions on trade in ozone-
depleting substances with non-
parties.

Neither the integration of
trade with environment poli-
cies nor the provision of com-
pensation by way of funding
mechanisms provides complete
responses to disputes arising
out of the existence of differing
environinental standards.
What is needed is a more holis-

tic policy approach.
We also need to ask what *

kind of structures would be
™

most effective in settling dis-
putes arising out of different
environmental standards.
What should be the relation-
ship between law and politics
in those structures? Most con-
troversially, what role should
they accord to individuals as
opposed to states?

Halina Ward,
solicitor,

Mishcon de Reya,
21 Southampton Row,
London WClB 5HS

Danger of making excessive claims about value of brands
From Mr Nicholas Beale

Sir, The method described m
the article on the brand valua-

tion of Intel (Technology, Sep-

tember 2) is fundamentally
flawed. The returns a business

earns above its cost of capital

are not earned by brands alone

but by the whole set of current

intellectual assets of a busi-

ness: brands, skills, technolo-

gies, channels of distribution

and supply, publication rights,

systems and other information.

In Intel's case there is an
investment in technology that

dwarfs the advertising and tan-

gible asset investments.

Excessive claims about
brand valuation are damaging,

because they risk mislpaH'mgr
investors and because they dis-
tract attention away from the
risal issue of understanding the
investment that companies
J^ve inade in their entire set of
intellectual assets and the
returos achieved by them A
sounder approach is describedm the current issue of Profes-

sional Investor. fJK investors
and managers urgently need tc
understand these issues if we
are to be competitive in the
information economy of the
21st century.

Nicholas Beale,

Sciteb,

3 Berkeley Square,
London W1X5HG
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Mr Murdoch
and the law
MR RUPERT MURDOCH’S latest
trail of deals and manoeuvres has
reopened some old questions.
Britain's Labour party wants him
referred to the Monopolies and
Mergers Commission, having
branded his simultaneous expan-
sion of News Corporation's satel-
lite TV interests and the price war
he has launched in the UK broad-
sheet newspaper market “an
affront to democracy”.
However overexcited these com-

ments may appear to those who
have not, like Labour politicians,
endured years of abuse from Mr
Murdoch's titles, this renewed
debate Is of interest across the EC,
where structures of media regula-
tion are bending beneath the pres-
sures of changing consumer taste
and technningrjfai advance.
In Britain, Mr Murdoch faces

two complaints: that by cutting
the price of The Times from 45p to
30p, News is aiming to kill off the
rival Independent and that the
expanded BSkyB (of which Mr
Murdoch owns half) when added
to his 35 per cent share of UK
national newspaper galea,

him too powerful. BSkyB, in
which Pearson, owner of the
Financial Times, holds a signifi-

cant stake, last week launched a
new 14-channel pay-TV service,
and is forecast by some to over-
take the terrestrial ITV commer-
cial network in terms of revenues
within the next three years.

Predatory pricing
Sir Bryan Carsberg, director-

general of fair trading; says he is

watching the newspaper price
war, which Mr Murdoch has aiy*

ignited in the tabloid sector, with
interest His office's definition of
predatory pricing - the deliberate

acceptance of losses in the short
term with the intention of elimi-

nating competition so that
enhanced profits may be achieved
in the long term - looks prima
fade as if it may indeed apply to
the battle between the loss-mak-

ing Times and the struggling Inde-

pendent. The OFT has recently

been active in pursuing bus com-
panies accused of • predatory
actjgga^uUiBLjgyfliBlntng-Jhg-.
newspaper industry, it will also

note how The Independent worked
to ensure the deniim of the Sun-
day Correspondent or, to take an
earlier example, the lengths to
which Associated Newspapers
went to Mil in its infancy Mr Rob-

ert Maxwell's rival to the London
Evening Standard. Predatory
behaviour, resulting in short-term
losses, does not have to Include a
price war.

The question of the concentra-
tion of media ownership and the
related regulatory framework is
more complex and important
What can be stated with confi-

dence is that the law is outmoded.
This Imposes detailed restrictions
upon the ability of newspaper
companies to own more than 20
per cent of terrestrial television
and radio (even local radio) com-
panies and yet sets no limit on the
ownership of satellite TV.

Yawning gap
In the press, there is no general

law on concentration of owner-
ship. although the 1973 Fair Trad-
ing Act requires that any merger
involving circulations of more
than 500,000 should trigger an
MMC investigation. In practice,
this has not impeded Mr Murdoch,
who has twice argued that the
only alternative to his purchases
(of first The Times and The Sun-
day Times, then of Today) would
have been the closure of newspa-
pers, thus enabling ministers to

waive the rules.

The yawning gap In these
arrangements, however, is the
lack of guidance on what amounts
to an Unacceptable arrimmlafirwi

of power across the whole of the

mass media. UK law recognises, in

the case of the press, that these
matters exceed in importance nor
mal competition issues, since a
democracy needs “accurate pre-
sentation of news and the free

expression of opinion”.

The time has thus come for the
UK authorities to wrestle again
with this principle in the new
media world which Mr Murdoch
has done so much to develop. It

would be wrong to prejudge Mr
Murdoch's case, since the barriers

to entry in satellite television are
still lower than in terrestrial

broadcasting. Equally, however, it

is unreasonable that terrestrial

ITV companies continue to face

costly regulatory requirements,

jxam^gjanJhe.national origin

of programmes, from which their

satellite competitors are exempt
The most promising direction for

change is to liberalise the over-

regnlated, rather than the con-

verse, but a coherent approach is

now a matter of urgency.

Blair House and
the French PM
FRANCE AND Ireland have
sometimes made common cause
against a common “AngtoSaxan"
enemy, but Mr Peter Sutherland,

director-general of Gatt, who visits

Paris this week, is not that kind of

irishman. Some of his French
hosts, indeed, will see him as little

bettor than an Anglo-Saxon mes-

senger boy, although the message

he brings - that last year’s Blair

House agreement between the EC
and the US on agricultural trade

cannot and must not be reopened
- has the support of the vast

majority of the 106 countries tak-

ing part in the Uruguay Round
lmgnriaHnnw-

EBs task of getting this message

through to the French has been

made more difficult by the Ger-

man chancellor who, after talks

with the French prime minister

the week before last, declared pub-

licly that Germany too had “prob-

lems” with the Blair House agree-

ment, and implied that he
gypBCtedi a new or supplementary

agreement to be negotiated. Sev-

eral of his ministers and spokes-

men hastened to explain that this

was not what he had really meant,

and Mr Kohl himself allayed Mr
Sutherland’s anxieties on the

point last week. But dearly he did

m<»w to signal at least some sym-

pathy for the French position.

Bilateral Franco-German talks on

the subject have now started,

fltthffngb the Germans insist that

their object is to find a solution

which leaves Blair House intact

Hard to accept

The trouble with this approach

is that no solution can both mod-

ify the agreement (as the French

insist it must) and not modify it

But politics obeys different laws

from logic. Nearly a year of inten-

sive surenckere (mutual outbid-

ding) by French politicians m
.1 . 1 < .p AJVMflmnn! nflfi

left them with a real, if unneces-

sary, problem. Even a Vp™™*:
ister of Mr Edouard Bahadurs

unprecedented popularity wornd

find Jt very hard now, after all

that has been said, simply to

accept the agreement without any

kind of quid pro quo.

VOiat then can be done to m^e
this unwelcome piR easier for the

French body politic to swallow?

As- far as agriculture is concerns

it would be unrealistic te expect

any further concessions from the

US. At most the EC might go
through the motions of demand-
ing, or assarting; a right to take

some kind of protective or com-
pensatory action in the event of

very large and sadden movements
in prices, or in currency parities.

But any tangible satisfaction will

have to come from within the EC
itself, and take forms which do

not Infringe the agreement

Commercial policy

The French government might

reasonably ask its partners for an
undertaking that they will resist

any US demand for guarantees

that food imports will supply a
specific share of the EC market
Less reasonably, but on past form

not unrealistically, it may expect

a direct transfer of financial

resources, in other words a bribe.

Almost certainty it will be encour-

aged to bribe French formers from

its own national resources, pro-

vided it does so in ways that nei-

ther stimulate increased produc-

tion nor subsidise lower prices.

As for as possible, however,

France's partners should seek to

shift discussion away from agri-

culture cm to the broader ques-

tions of commercial policy which

France has raised. The demand for

the EC to equip itself with more
credible powers to retaliate

against arbitrary protectionist

measures foken by the US or other

powers is not unreasonable, so

long as those powers are not

abused to placate producer lobbies

within the EC; and the demand

that the EC press for an effective

international body, to make sure

that .new trading rules are actu-

ally observed, is one that all sin-

cere free traders should support

In raising such questions France

is behaving more like the great

industrial power it actually is. and

less like the carefully fenced rural

reserve which is how it sometimes

sees itselfl In the last resort, the

job of breaking the French obses-

sion with subsidised agriculture Is

one for France's own leaders.

Behind a smokescreen of dema-

gogy, they have in foot moved a

jong way in that direction. In the

present conjondme they might be

able to go further if at the same

time they relaxed their monetary

policy, giving industry a better

chance to absorb the labour

which, willy-nilly, will continue to

leave the land.

T
he vice-president of Rus-
sia, a long-time opponent
of the president with
whom he was elected a
little over two years ago,

is suspended from his duties by the
president because he is charged
with corruption on a massive scale.

His allies In parliament declare
the suspension invalid and refer it

to the constitutional court
Though the president’s men pro-

test that this is merely a head of

state protecting Russia's reputation
against allegations of wrongdoing
in high places, the move Is widely
seen as the opening of the "Septem-
ber offensive" Mr Boris Yeltsin
promised against his many foes.

The offensive has as its abn the
breaking of the Gordian knot of
political tensions and enmities now
so large and tight that a chainsaw,

not a 'sword, is required.

Russians and western observers
are both tired of Mr Yeltsin's prom-
ised "decisive” movements against
his opponents. He has so for lacked
the will to smash through the exist-

ing constitution to dear the space
for a new one: if this is the long-
promised offensive, say Moscow
political circles, so be it, but no
smart money is on it.

No wonder be hesitates: the Rus-
sian president has a queue of.

immense problems that awaits his
attention. Tackling any one of them
in a decisive way would shatter the
unstable stasis which is Russian
politics at present.

He has. In the first place, an inco-

herent and internally warring gov-
ernment: not only are the extremes
within it accusing each other of cor-

ruption, but so are nominal «nip« -

Mr Vladimir Shumeiko, first deputy
prime minister suspended from
office at the same tune as Vice-Pres-

ident Alexander Rutskoi, had ear-

lier accused Mr Sergei Glaziev, the
trade minister and a moderate
reformist, of corrupt practices.

Further, it is riven on economic
policy: Mr Oleg Lobov, another first

deputy premier appointed by Mr
Yeltsin from the ranks of his old

friends, is pushing hard for the dou-
bling of state Investments, even as
Mr Boris Fyodorov, the finanm min-
ister, straggles to contain the bud-
get deficit within a limit of 10 per
cent of gross national product
The government’s grip on the

country’s regions and republics is

weak: the shaping of transparent
equally applied laws and taxes is

rendered impossible because those
at the top levels of power in
Moscow are competing for allies in

the regions and cities with promises

and deals.

Private business, in some areas,

booms - but often it is the boom of
mantling guns, as contract killers

remove rivals or non-payers of pro-

tection money. Around 20 bankers
have been murdered in the past few
months, together with a handful of

Rock solid against

Yeltsin’s reforms
John Lloyd examines the ongoing battle for political

power that is stifling Russia’s economic development

foreign businessmen. These assassi-

nations put an effective wall around
the private sector, advertising it as

a place only for the greedy, the cor-

rupt and the well guarded.

To be sure, the profit motive
appears to be ingrained: and on the

evidence of former prime mfnktpr

Mr Yegor Gaidar’s Association, of

Private and Privatising Businesses,

which held a conference last week,
many state managers are becoming
interested in profit, stable prices

and investment
To be sure, too, businesses are

being created and some Infrastruc-

ture investments are being made in

some locations, such as St Peters-
burg, Ekaterinburg, Rostov. But the

all-consuming struggle for power,
like a great wen, drains energy and
resources from all over the country.

The government survives, in part
by placating the political and eco-

nomic actors. Mr Vladimir Mau, a
former government adviser, men-
tions the example of Ulyanovsk
region receiving a special dispensa-

tion to keep 50 per cent of the val-

ue-added tax it coDects, rather than
the stipulated 20 per cent Word is

spreading among other regional

leaders, and they are lobbying for

the same treatment Parliament is

discussing a law to give the regions
discretionary powers on what taxes

to remit to the centre - precisely

the issue seized on by the putschists

in August 1991 as a reason for their

attempt to stop the disintegration of

the then Soviet Union.

A weak, split government cannot

hope to fulfil the conditions laid

down by the Group of Seven leading

industrial nations, and adminis-
tered by the International Monetary
Fund, for the payment of assis-

tance. At the end of August, Mr
John OdUngSmee, the IMF's chief

interlocutor with the Russian gov-

ernment, told it that unless prog-

ress was made on curbing the bud-

get deficit, lowering Inflation (now
said, by Mr Shumeiko, to be head-

ing tor 30 per cent a month once
more) and delivering on a reason-

able reform programme, the second
half of the $3bn special fund would
not be paid this antnmn
This quiet Indication is an admis-

sion of failure by both Russia and
the G7. It was only in the spring

that a new headline figure, of $44bn.

was unveiled as the western pack-

age to save Russia. In July the fig-

ure was confirmed by the G7 lead-

ers in Tokyo.
Now, say western diplomats and

international economists, the G7 is

studying the figures - especially

the amount of western funds ending
up In Swiss bank accounts - and
toning down the rhetoric. The polit-

ical consequences of this tacit sus-

pension of support for the reform
strategy threatens the further exis-

tence of the tiny band of radical

reframers within the cabinet itself

This may mean that the G7 -
most of whose members were scep-

tical about the US-led $44bn pack-

age in any case - has given up its

feith that rapid reform is possible.

Diplomatic conversations refer

increasingly to the lack of a real

consensus for change, and are
replete with comparisons with those
Latin American countries, such as
Mexico and Argentina, which man-
aged to produce solid bases for radi-

cal action only after a sufficiently

large section of the political class

had become convinced there was no
alternative, and had in turn pro-

duced a government committed to

such a policy.

In Russia, the initial Gaidar-led

team, whose members were hot-
eyed for reform, has been whittled
down to a few weary individuals

doggedly fighting for what they can
win and ceding what they cannot
All of the economic indicators, save
the stability of the rouble, which
has remained at just under 1,000 to
the dollar for nearly two months,
are turning against them. General
Winter, that scourge of attacks from
the west, again approaches.

Mr Yeltsin, the inheritor of all the
centralist, authoritarian instincts of

Russian political and civil societies,

remains the key to action. He has a
strategy of sorts: to share state

power not with the parliament but
with a Federation Council com-
posed of regional and republican
leaders who will support his plans

for new parliamentary elections and
a new constitution. It cannot be

arrived at constitutionally and it

lades many of the attributes of for-

mal (and informal) democracy. But
it may be an effective, if blunt,

instrument for breaking through to

conditions within which democracy
could be constructed.

H e has also, over this

past weekend, bol-

stered his position
with that substantial

part of the political

class which sees him as too com-
plaisant and weak, by appearing to

force Ukraine's leadership to sell its

half of the divided Black Sea fleet

and send back the nuclear war-
heads l ”^rainian territory to

Russia. This takes the wind out of

the sails of the nationalist opposi-

tion, and increases the chances that

at least the three Slav states of Rus-
sia, Ukraine and Belarus - with
most of the Central Asian countries
and possibly others among the for
mer Soviet republics - will agree

later this month to huddle together
under Russian economic, security
and political hegemony. This partial

reconstitution of the union would
increase Mr Yeltsin's standing -

though it would further add to Rus-
sia's enormous economic burdens.

But even if this were to be
achieved, the Russian president
must still surmount major problems
of decisiveness, stamina and hrfi«rf

He must muster large amounts of

the first two to take on a well-en-

trenched, many-tentacled opposi-

tion in the middle of a prolonged
slump, and push a programme
which means further sacrifices. For
that, he must believe in the ulti-

mate rightness of a radical pro-

gramme. But what Mr Yeltsin
believes is a real puzzle: time and
again, he makes decisions based on
what appears to be a genuinely lib-

eral world view; time and again, his

actions, either of commission or
omission, contradict such a view.

Thus, when once more he faces a
decisive choice, we cannot know
how - or if - he will finally make it

Bronwen Maddox argues that some environmentalists’ claims should be treated with caution

Greens’ bogus scienceP
ublic mistrust of science
was lamented once again
by the British Association

for the Advancement of

Science at Its jamboree last week in
Keele, Staffordshire. Should the
association then welcome the way
that environmental issues are popu-
larising science?

Enrolment on “environmental sci-

ence” courses is growing, warnings
about the ozone layer abound in

suncream advertisements, and sev-

en-year-olds tyrannise their parents

about recycling kitchen rubbish.

For their part, the “green” pres-

sure groups are increasingly couch-

ing their campaigns in scientific

language. Thar traditional “rubber
suit” brigades, who made their rep-

utations through direct action such
as plugging the outlet pipes of

chemical companies, have been
joined by squads of PhD holders.

The better-fimded groups such as

Friends of the Earth and Green-
peace now issue sheafs of closely

analysed reports on the impact of

toxic chemicals or radiation.

That research has helped the
credibility of the groups’ cam-
paigns. But many of the claims
made by environmentalists in the

name of science should be treated

with caution. The arguments put
forward often lack intellectual rig-

our, and they indulge the pressure

groups’ worst vice: the reluctance

to rank some environmental threats

as more significant than others.

One of these misleading argu-
ments is the suggestion that it is

impossible to prove that any sub-

stance is “harmless”. Just because
no ill-effects have been spotted, say
some environmentalists, does not
mean there are none: they may
have been overlooked, or may not
emerge for decades.

This uncertainty, the argument
runs, stems from the way that sci-

entific knowledge is built up. Know-
ledge constantly evolves, as hypoth-

eses are tested against evidence and
retained, modified or rejected.

Therefore, because accepted theo-

ries may be amended in the future,

no scientific “proof of the safety of

a particular substance can be cer-

tain.

As a result, they say, a new
“green" approach to science is

needed. In an article entitled “How
science fails the environment” in

the New Scientist magazine in

June, Ms Sue Mayer, director of sci-

ence at Greenpeace UK, and Mr
Brian Wynne of the University of

Lancaster said that “greener sci-

ence” would force the polluter to

prove a chemical was safe, not
make the environmentalist prove it

was harmful. They demanded that

science embrace the “precautionary

There is a legitimate
place for the
precautionary

principle - as part of
policymaking

principle" that “the environment
must not be left to show barm
before action is taken".

This position is nonsense. Science

is inescapably an empirical exer-

cise. but that dote not mean that

scientific knowledge is impossible.

Some theories have persistently

shown themselves effective at
explaining why things happen.

Mayer’s and Wynne’s proposals do
not “shift the burden of proof” to

the pollute- - they simply destroy

any notion of proof
The unfortunate consequences of

this approach are considerable. It

allows anything to be described as a
pollutant, even if damage has not
been observed. It also makes it

impossible to call one pollutant less

damaging than another - what
about the as-yet-unknown long-term

effects? For this reason, many lead*

ing environmental groups were
reluctant to acknowledge that the
Khfltlflndfl oil spill in January might
be less damaging than the Alaskan
one in 1989, even though storms dis-

persed the Shetland slick quickly.

The approach can also cause
“legal mayhem”, in the words of
one leading City solicitor. The pre-

cautionary principle is incorporated
in a treaty on sea pollution signed

by North Atlantic governments and
in parts of UK food law. Bid the

"green science” approach makes it

hard for governments and compa-
nies to demonstrate that they bave
taken “enough" care.

There is a legitimate place for the

precautionary principle - as part of

policymaking. The principle, which
was endorsed by last year’s Rio
Earth Summit and Is part of UK
policy, recognises that scientific

proof often takes time to establish.

For example, it is not yet dear
whether recent changes in the

earth’s temperature should be attri-

buted to emission of “greenhouse
gases”, and scientists may take sev-

eral decades to work out whether
more wanning is likely. Govern-
ments, however, have judged that it

is worth acting now because the

effect of warming on climate and
agriculture would be unwelcome.
That decision stems from political

judgment about the risk which soci-

ety will tolerate - it is separate

from the science of establishing

whether theories are correct

The green groups are right to

point out that research into the
environmental impact of chemicals

could often be more thorough. But
the approach that “you never know
what the long-term effects might
be" gives undue weight to the pessi-

mists. It is certainly not scientific,

and it does little to help people dis-

tinguish needless worries from real

threats.

Observer
Quayle hunts
the clients

Good to hear that Dan Quayle
is earning a crust, most recently

as chairman of FX Strategic

Advisers, a joint venture the former

US vice-president has set up with

FX Concepts, itself a New
York-based consultancy and money
management outfit that specialises

to foreign exchange.
Karl Jackson, Quayle’s old

national security adviser who is

also managing director of FX
Concepts, says the idea of the

offshoot is to extend the group’s

clientele into Asia.

“It doesn't take a brain surgeon

to figure out that’s where the

economic growth is going to be

ova: the next decade. He [Quayle]

is very mterested In that part of

the world." .

Jackson, an Asian specialist

and a professor at Berkeley before

he came to Washington to join

the Bush administration, soon

“latched on to Quayle as some-

one to lead the charge regarding

policies in that part of the

world".

More recently, he says with
refreshing honesty, it has been
Quayle that has done the latching

on to him.

Undeterred by Quayle’s complete

lack of experience in the foreign

exchange world, Jackson points

out “He getsonvery well in Japan,
he is very wen-received.'’

In other words, the Jokes don't

flow quite as they do at home?
“There is a veneer of politeness

in their culture.”

Fireman’s fight
Guinness Mahon merchant

hanker Bruce Fireman's
experiences with the broadcast

media have hitherto tended to be
bathed in tears rather than

champagne.
His first flop was at university,

when he launched a weekly, New
Cambridge, to take on the

well-known Varsity. But it folded,

with a £700 loss, as the 49-year-old

Fireman now recalls.

In 1880 he was involved in a bid

for the Southern PTV franchise and
lost - although he did make five

grand by selling his consortium's

registered name ofTVS to the

winner.

During the 1991 ITV franchise

round, he managed to push his

next consortium. White Rose
Television, over the programme
quality threshold, only to be outbid

by Yorkshire.

In between, during a 12-year stint

at Charterhouse, he helped raise

the venture capital to launch The
Independent newspaper, but
broadcastingfranchise came there

none.

Finally, Fireman hasarrived.

For it was he who masterminded
the LondonNews Radio bid that

has ousted LBC from its 20-

year lock-holdon London's

*Cbef recommends the '871

commercial radio franchises.

Tve got it right at last," purrs

the future deputy chairman of LNR.

Last waltz
When Paul Keating drops by

Balmoral in the middle of this

month, bis purpose is to let Queen
Elizabeth know, doubtless in his

ever-diplomatic way, that his

country wishes to, er, dispense with

her services.

Should there be a lapse in the

conversation. Her Majesty might,

however, care to point out to the

Australian prime ministerjust how
difficult it would be to cast offan
ties with the old country.

When the Ozzies revert to their

Unofficial Tiafinnat ant-ham -

Waltzing Matilda - they will still

be singing to the music of an
18th-century army recruitment
song, which originated in

Rochester. Kent
Devised for the Duke of

Marlborough's campaigns in the

war of the Spanish succession, its

opening words roll along to the
same old tune: “And come, be a
soldier with Marlborough and
me...”
Taken down under by the

convicts, it was left to “Banjo”

Patterson to swap the lyrics. Or
so says Jonathan Marcus, the BBC
World Service’s defence

corespondent, who has just started

a 10-part history of warfare. From
Hophte to Harrier.

Shell-like
A new generation of advertisers

is going to work on an egg. Many
years on from the little lion, ink-jet

technology now enables packagers

to print the “best before” date on
the eggs themselves; hence,

following government
recommendations that all eggs be
so labelled, the advertising industry
is scramblingto use this domestic
hoarding.

And once European Community
agriculture ministers have
discussed egg-labelling at their

meeting in Brussels later this

month, a call for mandatory dating

across the continent could open

a huge market.
Domino Printing Sciences, which

has pioneered the process in the

UK, says common standards will

have to be adopted by packaging
companies to make advertising

worthwhile.
But it predicts that cooks will

soon be cracking egg-verts to make
their chefs d’oeuvres.

Sole of discretion
While most of Asil Nadir’s

personal effects went under the

hammer at Christie's last month,
a rather less public tender of his

wardrobe has also been in progress,

arranged by auctioneers Edward
Symmons & Partners.

From the catalogue, it would
appear that Nadir’s waistline was
almost as volatile as the price of

Polly Peck shares, with suits

ranging from 34 to 38-inch waist

to be disposed of.

More intriguing, however, is the

collection of shoes, mostly size 10,

but one pair size 9 and one size

12.

Would that Hush Puppies could

speak.

Boom, boom
As Renault and Volvo get

hitched, a reader ponders a suitable

name for the combine. Revolvaut

is already doing the rounds, but
how about VRUM, or Volvo/Renault

United Motors?

i
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Recent rally in London equity market under threat

US investors turning from

UK to continental Europe
By Terry Byfand in London and
Patrick Hsrverson In New York

US INVESTORS who helped

drive the London stock market to

new peaks in the last days of

August are turning their atten-

tion to other European bourses,

threatening to undermine the UK
equity market's recent rally.

Concern over US investment
diverting to other European mar-

kets, particularly France. Spain

and Italy, may cast a shadow
over the UK market this week
after contributing to a 1.4 per
cent fall last week.

Some US funds have doubled
their rate of investment in Euro-

pean equities since the widening
of ERM currency bands at the

beginning of August.

The ensuing falls in French
and German interest rates have
reduced the relative advantages
of UK equities, according to Lon-
don and New York analysts with

leading US investment hanks

US securities analysts and fund

managers in New York. Boston
and London said they are now
attracted to continental Euro-
pean markets after their recent

buying spree in London.
Mr Marcus Grub, of Salomon

Brothers International in Lon-
don, said he favoured France,
Spain. Italy and Germany over
the UK. Goldman Sachs Interna-

tional, is advising US investors to

be “overweight Europe”, but puts

the focus on France and Spain
rather than the UK.
US based analysts are cooling

on UK stocks. Mr Kevin
McCarey, who runs a SISOm pen-
sion fund that invests in Euro-

pean equities for the Boston-
based Fidelity group, says he has
been shifting some money out of
the UK recently.

Mr McCarey is hoping to find

bargains in continental Europe,
especially Italy, Spain and Ger-

many. He explained: “Interest
rates are the highest in Spain
and Italy: therefore they have the

most room to come down."

Mr Heydon Traub, a fund man-
ager with State Street Global

Advisers in Boston who runs a
$2bn global equity fhnd that is 50

per cent invested in Europe, and

10 per cent in die UK, has not
taken any money out of the Lon-
don market recently because the
fond has been underweight in UK
stocks for a long time.

Mr Traub said: “The UK went
through some tough economic
times over the last couple of
years, and the market really

never went down much to reflect

that, so from our point of view it

has been overvalued for a year or
two. Given that, we don't expect

it to be a strong performer."

Mr Traub said that in spite of

strong earnings this year UK
shares would still not be as
attractive as other European
stocks: “We expect UK earnings
growth to be really strong, but
the price you have to pay for that

is pretty high now. You don’t
have to pay up as much in other

markets like France.”

EC to probe

antitrust

allegations
Continued from Page l

soft has deliberately attempted to

limit competition in the market
for personal computer operating

systems - programs that control

the basic functions of a PC.
Microsoft, whose DOS operating
system is used on about 90 per

cent of all PCs, offers PC manu-
facturers discounts if they agree

to pay an operating system
licence fee for all of the comput-
ers of a particular model sold.

Novell claims that this “per-

processor licensing” arrangement
excludes competition from its

alternative DR-Dos program.
Novell is also understood to

charge Microsoft with illegal

“tying" of sales of one product to

another. Novell alleges that
Microsoft introduced “intentional

incompatibilities” in Windows,
the popular PC graphical user
Interface program, to give PC
users the impression Windows
would not work properly with
competitors’ systems.
Mr Bill Gates, Microsoft chair-

man. has previously denied both
of these charges, which were
investigated by the FTC. He has

also accused Novell of "heavily

promoting these issues in an
attempt to force Microsoft to

raise its Dos prices in order to

enable Novell to more effectively

compete”.

Romanians seek a

short cut to riches
By Virginia Marsh hi Bucharest

MORE THAN 2m Romanians —

10 per cent of the population -

have sunk cash into a pyramid
money-multiplying scheme at
the Transylvanian town of Cluj.

The scheme Is known as Car-
itas, although it has no connec-
tion with the international char-

ity of the same name. It takes
deposits, with a promise to pay
back eight times the amount in
three months.
Tales of "Caritas millionaires”

have spread around Romania,
encouraging thousands of people
to descend on Cln), in Romania's
western province, in the hope of

cashing in and hedging against
raging inflation.

While most Romanians grap-
ple with soaring prices, declining

living standards and meagre
pay. the cash-rich people of Clod

cannot spend their money
quickly enough.
Investors deposit a minimum

of Lei20,000 ($23), nearly a third

of the average monthly wage.
Three months later, Caritas,

which has in the meantime col-

lected from new depositors, pays
out eight times the original

investment, less a commission.
Many people are leaving their

money in the scheme in the hope
of bigger gains to come.
Head-scarved peasant women.

many clutching bags fall of
money, wait in the four-day
qnene outside the sports hall

where Caritas is based, alongside

groups of gypsies and young men
from Bucharest furtively count-

ing large bundles of notes. Even
tile Church is involved: nuns and
priests ply the exits with collec-

tion boxes.

Ail hope to benefit from Cari-

tas, even though most say they
know it will eventually collapse.

“Caritas is our only hope of
surviving the winter,” says a
woman who had travelled 300km
with her elderly father to deposit

their monthly salary and pen-
sion in the scheme. MWe can't

keep np with the price rises.

Inflation is 260 per cent a year,

hut we only get 50 per cent inter-

est in the savings bank.”

The riches Caritas has brought
to many in Transylvania have
made its founder, Mr loan Sto-

ica. a former bookkeeper, a
national hero.

Diplomats say the scheme
looks like a classic money-laun-
dering scam but the Romanian
central government, which since

July has levied on Caritas a new
18 per cent value-added tax, has
done little to discourage it
Some local officials, however,

are highly critical of it and fear

the consequences when the Inevi-

table collapse comes.

Boost for

AT&T in

fight for

UK market
By Andrew Adonis

OFTEL, the UK tele-

communications regulator, has
given the strongest signal yet

that American Telephone & Tele-

graph will be allowed to compete
with British Telecommunications
in the £15bn ($23bn) a year UK
telecoms market
Oftel has invited AT&T to a

seminar next month to dis-

cuss the terms on which competi-
tors should be allowed access to

BT*5 network. The regulator said
AT&T bad been invited “purely
for the wealth of its experience in
the US” on the way rival tele-

phone companies reimburse one
another for using their networks.
However, the invitation will be

seen as a boost for AT&T in its

campaign to win government
approval to compete in the UK
The Department or Trade and
Industry is considering an appli-

cation from AT&T for a public

operator licence.

The DTI set a precedent for

AT&T's entry by recently grant-

ing draft licences to three foreign

groups to compete with BT, the

dominant British telecoms group.
BT Itself has applied to the US
Federal Communications Com-
mission for a licence to allow it

to buy and sell services in the
US.

The costs of installing a new
telecommunications network are
huge. So to compete effectively

with BT, rival operators require

access to its national telephone

network to carry their services.

The Oftel seminar will examine
the terms on which BT should
allow rivals access.

AT&T is the only operator
without a UK licence to be
invited to the Oftel seminar, at

which BT will give further

details of its proposal to publish

tariffs to competitors for connec-

tion to its network.

Several regional US operators -

all making substantial invest-

ments in the UK’s growing cable

telephone Industry - have made
representations on BTs outline

proposal. They will have to make
do with a few of the five places at

the seminar allocated to the
Cable Television Association.

In its submission to Oftel,

AT&T called for BT to be obliged

not only to publish standard con-

nection tariffs, but also to dis-

close the relevant costs behind
them.

Oftel's draft proposals favoured
accounting separation” between
BT’s retail and network busi-

nesses. Most of the operators
favour more specific regulation of

bottlenecks to competitive entry,

particularly terms of access to

the local telephone network.

Israel confident on peace deal despite haggling
Continued from Page 1

a simultaneous deal on recogni-

tion. Mr Peres has said the agree-

ments are not dependent on each
other. The Palestinians, however.

believe that recognition is a vital

prize and should be accorded
before the final signing of the

outline agreement in Washing-
ton, partly to help the PLO mus-
ter broader support for the deal

itself among its diverse Arab and
Palestinian opponents.

Meanwhile, in Israel, at least

40,000 people chanted their back-

ing for the government in a rally

organised by the Peace Now

movement in Tel Aviv on Satur-

day.

Israeli settlers and other right-

wingers hostile to the deal plan
to respond tomorrow with a mass
demonstration in Jerusalem.

FT WORLD WEATHER

Europe today
Former hurricane Emily which has become an
ordinary depression is moving over foe Atlantic

towards Ireland as a high pressure area that
has been over the British Isles for weeks shifts

toward foe east As a result, clouds and
afternoon showers will arrive in western
coastal areas, but sunny periods wiU continue
In most of north-western Europe. Southerly
winds will increase to near gale force in

Ireland. Brittany and north-western Spain in

the evening. Low pressure over the Pyrenees
will cause thundery showers to develop in

northern Spain and south-western France.
Bsewhere around the Mediterranean it will be
sunny. Meanwhile, eastern Europe will

continue to have thundery showers.

Five-day forecast
The remnants of Emily wflZ move over foe
British Isles while weakening. It will be rainy
and windy in north-western Europe, but
temperatures wS) Increase. More thundery
Showers wfll develop In Spain, southern
France and later over the Alps. High pressure
over Greece and southern Italy will keep
conditions settled and sunny in the eastern

Mediterranean countries. High pressure wfll

bring improving conditions in eastern Europe
later in the week.
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BNP’s private hopes
Since BNP will be the first in the

looming wave of French privatisa-

tions, it stands to reason that inves-

tors will be offered an attractive deaL

Frantic preparation is now under way
on the offering, which looks likely to'

be targeted heavily towards French
retail investors. Keeping international

buyers short would be one way of

whipping up appeaL As with Spain’s

Axgentaria sale earlier this year, their
finthnsiagm could spill over into the

domestic market, creating a virtuous

circle of demand.
Blow away the froth, though, and a

more complex question arises. Having
virtually doubled over the past year,

BNP’s Investment certificates are dis-

counting a substantial namings recov-

ery. The market assumed that, by
announcing a 42 per cent increase in

first-half bad debt provisions, Mr
Michel Pfebereau. BNP’s new chair-

man, was clearing the decks for such a
recovery. Provisions could again be
high in the second half, though, given

BNP’s heavy exposure to the small
business sector which is taking the

brunt of the current downturn.
With the mifhnriiiag still reluctant

to cot interest rates, it could be 1335

before BNP delivers a solid earnings

recovery. Admittedly, it may be stri-

Insurance Sector

US aid UK corcpositB insurance sectors relative

to SAP Composite swi FT-AAS-Share indues

250

king when it comes, simply because

peak provisions will have been so

high. Even if Mr Pdbereau only man-
ages a modest clampdovm. on costs,

there could also be significant growth
in operating income.

The danger is that the shine could

be taken off by the plan for BNP to

raise additional capital to purchase a
further 10 per cent of the UAP insur-

ance company. Such a move fits with
official policy ofgiving privatised com-
panies an interlocking network of sta-

ble shareholders, but it makes little

commercial sense when BNP already

has its own life insurance operation.

Above all, it risks being dilutive:

CAP'S longer term recovery prospects

are considerably less exciting than
those of BNP itself:

Insurance
It takes a leap erf faith to believe

that UK insurers ran maintain the
level of insurance profits evident from
their interim results. Since investment
returns are likely to be lower than in

the past, and the memory of recent

underwriting disasters are still fresh,

good intentions abound. But even two
consecutive years of underwriting
profits would be an achievement not
managed in the 1980s. With balance

sheets restored to health by rising

equity markets and rights issues,

underwriting discipline wfli be harder
to maintain.

What can not be achieved by man-
agement might eventually be achieved

by regulation. Prudential guidelines in

the US discourage companies from
hararing insurance liabilities with risk

assets such as equities and property.

There is sense in the argument an
October storm combined with a stock

market crash last year would have left

more than one UK insurer exposed in

the US. That the devaluation of ster-

ling has helped recapitalise the sector

is of little comfort
Similar regulations at home would

mean profound change. Sun Alliance,

for example, invests around Id per

cent of reserves against future claims

in equities - a sum equivalent to

around twice shareholders' funds.

Robbed of that gearing to equities,

insurance profits would assume
greater importance, in theory, there is

no reason why that should matter, but

the evidence is to the contrary. UK
insurers have lagged the stock market
over the last 20 years, while their US
counterparts have outperformed.

UK utilities

The kerfuffle over whether Olgas
was or was not trying to curb British

Gas’s international expansion must
have sent a shiver through the compa-
ny’s boardroom. Despite hopes that a
new chairman and director general

might strike up a better working rela-

tionship, it has raised the spectre that

tensions between the two sides may
remain. Such conflict in the gas indus-

try contrasts with other utilities and
raises concerns about consistent regu-

lation. Companies often complain that

regulators’ decisions are not explained

and vary between industries. Under

the circumstances, calls for a “super-

regulator" to oversee the system are

understandable. Yet that would add to

bureaucracy and increase the risk of

industry regulators being undermined

by companies appealing over their

heads More palatable is the idea that

both regulator and company should be

required to disclose more information.

Hie fairness erf each case could then

be more easily determined. True, the

company might be more likely to ask

judicial review of decisions, but to do

so it would have to publicly disclose

its case - including presumably

any commercially sensitive infor-

mation.
Another way to alleviate tension

might be a kind of “small claims

court” to resolve local disputes at a

level below that of a foil Monopolies

and Mergers Commission enquiry. The

Office of Fair Trading might act as

honest broker and prevent the kind of

nuclear warfare which broke out

between British Gas .and Sir James

McKinnon.

Cadbury Schweppes
Perhaps Cadbury wiU be have more

to say about Dr Pepper/Seven-Up’s poi-

son pDl when it delivers its interim

results this week. Meanwhile the mar-

ket is left with the impression that Dr
Stepper has dealt it a serious blow.

Cadbury's £l50m purchase of a further

20 per cent of Dr Pepper last month
only made sense with the prospect of

close operating collaboration between

the two companies. If they are at log-

gerheads over ownership, the chances

of that seem remote.

Yet the commercial advantages of

getting together would be considerable

for both. Cadbury could strengthen its

distribution in the US and Dr Pepper
would gain access to overseas bottlers

who were not involved with either

Pepsi or Coke. Dr Pepper’s latest out-

burst may simply reflect its manage-
ment’s desire to avoid ceding control,

at least on the cheap. Zf so, an even-

tual compromise seems likely.

The elegant solution would be for

Cadbury to sell its US carbonates
business to Dr Pepper in exchange for

shares and a seat ou the board. That
would give it a large stake, which it

could equity account, in a business

with 15 per cent of the US soft drinks

market, while sparing the need for a
rights issue to fund a foil hostile bid.

The drawback Is that such a half mea-
sure could underline Cadbury’s lad of
critical mass in the world market

1993 INTERIM RESULTS

Operating profits

up 70%.

Promising outlook.

1993 1992 1992

Half Year Half Year Full Year

Operating profit £51.5m £30.3m £155.6m

Profits before taxation £46.3ni £34.6m £150.8m

Earnings per share 6.2p 4.4 p 19.3 p

Earnings per share - adjusted 5.6p 3.0p I8.4p

Dividends per share 5.375p 5.3 75 p I2.0p

Tbe «.lu for year .992 .re ***** ‘he full which recoil ao un,ullif((d
bf the auditor, and have been filed with the Registrar of Companic. The half year figures are unaudited.
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Stockholm blesses
car group marriage

Sale of gold fixers shakes up old club Reed to

flovamment has given Its
blessing to the full merger, expected to be

week, of Volvo, the country'spremer raarfactunng company, with Renait, of

2SSn72^V6ry the Swedisheconomy, but this is a market-oriented govern-
ment," said one official. Page 16

By Kenneth Gooding,
MWng Correspondent

AMD wider Intel shadow
]h® tato®f microprocessor chips from Advanced
Micro Devices will Incorporate Intel technology at

°* a
,

0sal battie hetwewi the two Silicon
VaBey chip makers. AMD’s sales of Intel mlcropro-
cessor clones have boosted earnings, but legal <fls-
putes nave cast doubt over the future. Page 16

WHEN two out of five members
of an exclusive dub want to quit,
questions are inevitable. That Is

what is happening at die London
Gold Fixing whose five members
fix the gold price twice daily.

Deutsche Bank, Germany's big-

gest bank, said cm Friday that it

hoped to buy Sharps Pixley, a
bullion house that Is one of the
five gold fixers. A month ago,

Republic National Bank of New

York, part of the international

group controlled by Mr Edmond
Safin, the Swiss-based Lebanese
banker, revealed it planned to

buy Mase Westpac, another mem-
ber of the fixers’ club.

It was widely known that
Sharps, owned by the Kleinwort
Benson merchant hanking group,
was for sale. Similarly, London
dealers were concerned about
Mase Westpac, owned by West-
pac, Australia's biggest bank
which has been restructuring.
There is relief that powerful new

owners are ready to stand behind
these long-established busi-

nesses.

London boasts that it does
more physical gold business than
any other financial centre. But
that business has slowed to a
trickle and, without activity, bul-

lion houses have little chance of

making profits. The recent gold
price surge was mainly based on
options-related activity. Higher
prices depressed demand for

physical gold in key areas such
as the Middle and Far East.

The rally took gold from a

seven-year low of $327 a troy

ounce in January to $406.70 on
August 2, its highest since the

Gulf war in 1991. Another sell-off

last week sent the price back to

$364.25 in London on Friday.

There are fears that disillu-

sioned New York investors will

drive gold down further after

today’s Labour Day holiday.

Such movements matter little

to Deutsche Bank. It claims to be
one of the three largest traders in

South African gold bullion, to

have 50 per cent of Germany’s
gold trading business and an
important position In the Austra-

lian gold market If it acquires

Sharps, it will add market-

making in London where it now
only trades precious metals.

Also, far what promises to be a

relatively small price, Sharps will

give Deutsche a ring-dealing

membership of the London Met-

als Exchange, where base metals
prices are fixed, and membership
of the New York Commodity
RYohange.

purchase

airline

guides
By Raymond Snockty

Richard Waters
NatWesfs capital twist
National Westminster’s sensitivity about Its low
capital ratio has caused a disagreement with the
Batk of England. NatWest was keen to avoid put-
Un9

JSf
lLc

^lS?
al kQC **‘n9 for some of its undrawn

credit facilities, but it was told by the Bank that
such facilities could not be zero-weighted for (he
capital ratio calculation. Page 14

Floating to avoid cramp
It took Graham Wilson two attempts to buy out
Parkdean Leisure, which operates caravan and
chalet holiday parks in the UK. But now the
buy-out structure rs cramping growth and Mr Wil-
son’s escape route is a flotation, planned for next
month. Page 14

Through the 6% barrier
THE US bond market reached a historic landmark
on Friday when the yield on the benchmark 30-year
Treasury issue fell below 6 per cent for the first

time In 16 years. But Wall Street Cassandras are
beginning to ask how soon the remarkable rally wiH
go into reverse. Page 18

Prospective p/e ratio
The latest prospective p/e ratio for the "500” Index
for calendar 1993 is 15.9, according to IBES, the
consensus estimates service (last weak: 15.6). This

compares with an IBES estimated p/e for the "500”

of 21 (20.6) for calendar 1982. The official FT cal-

culation of the historic p/e. based on the latest

reported earnings, la 20.27 (20.48).

Market Statistics

Base lending fates 29 London stunt sendee

FT-A MMd indices Bade Page Managed fold sendee

FT/JSMAH bond me 17 Money iiishub .

Fbretgh e&tatsps '29 Mow id bond issues

London recant Issues 29 Wold stock mkt ladces
'

29-31

29
29
18'

20

Companies In this issue

AMD 16 Medco 13
AT&T 12 Merck 13

Bank 13 Microsoft 1

Bank Slaski 16 Meins 14
Bosch, Robert 16 Nat Westminster Bank 1*
Cadbury Schweppes 13 Northern Telecom 16
Canadian Pizza 14 OAG 13
Casino 16 Parkdean Leisure 14
Coats Vtyefta 14 Reed Elsewter 13

Criterion Dovelopts 14 Renault 16

Deutsche Bank 13 Republic National 13

Dr Pepper 13 S China Morning Post 16

GTE 16 Sharps Pbdey 13
Henderson Tcrncho 14 Slme Derby IB
Intel 16 Sogo UK 14

Mase Westpac 13 VW 1
Volvo 16

I
t could be another sign that

takeovers in the US are com-
ing back Into fashion. The

poison pill, a takeover defence
that became one of the most
potent symbols of the 1980s battle

for corporate control, made a
notable return last week as Dr
Pepper, the US's third-Iargest soft

drinks group, armed its defences
against the UK's Cadbury
Schweppes.
The fact that companies rarely

adopt such poison pill defences
these days could be partly
explained by the fall-off in preda-
tory bids. However, there is a
more powerful reason: most com-
panies already have them.
No less than 331 of the compa-

nies in the S&P 500 have pills in
place, most dating from the mid-
to late-1380s. They follow a num-
ber of patterns, bnt all have the

same ultimate objective: to deter

unwanted bidders either by
restricting their voting rights or

diluting their stake by offering

shares cheaply to other share-

holders - the route taken by Dr
Pepper.

Add in the companies located

in states that have takeover pro-

tection enshrined in statute, such
as Delaware, and 87 per cent of

listed US companies have some
form of defence.

Such devices still arouse pas-

sionate Rhflrfthnkier antagonism .

The United Shareholders Associa-

tion pressure group promptly
denounced Dr Pepper's move,
saying it was designed to protect

incumbent management rather
than shareholder interests.

Could such antipathy be mis-

placed? Experience from the last

merger and acquisition wave sug-

gests that takeover defences do
not stop takeovers, and may actu-

ally force aggressive bidders to

pay more for their acquisitions.

Certainly, poison pills did not
stand in the way of the five big-

gest takeovers or mergers in the
1980s, RJR Nabisco, SmithKline
Beckman, Kraft, Squibb and
Warner Communications all had
takeover defences in place: all

were eventually dropped by the
companies’ boards to allow the

deals to be finalised.

Research published earlier this

examines shareholder suspicion of anti-takeover devices

Poison pills

lose none of
their potency
year by two economists from the

University of Rochester in New
York indicated that bidders have
to pay an average premium of 30

per cent to acquire a company
without a poison pilL Buying one
with a poison pill in place adds 18

per cent to the premium.
Such evidence is not conclu-

sive, warns Mr Robert Comment
one of the authors. However, it at
least seems that poison pills do
not stand in the way of take-

overs: companies’ share prices do
not suffer after they have
adopted a pill, and those with
pDls are just as likely to be taken
over as companies without them,
according to the research.

Nonetheless, a low-key war
against poison pUls continues.
Most anti-takeover devices have
a 18-year life, so few have had to

be renewed so Car. Some institu-

tional shareholders have forced

their companies to put their

existing pills to a shareholder
vote, and others are reported to

have used pressure to stop pills

being adopted in the first place.

Even if shareholders vote
against a pill, it is likely to have
little effect Unlike Canada, US
boards can simply ignore their

shareholders’ wishes. Only a few
- such as Wastuigbouse Electric

earlier this year - have dropped
pills in recent years.

Dr Pepper said it would not
submit Its pill to shareholders for

approval, adding that the mea-
sure was adopted to protect the
interests of those same share-
holders. Not surprisingly, big

investors bristle when companies
start suggesting that they are
better guardians of shareholders'

interests than the shareholders
themselves.

Lex. Page 12

Cadbury fails to sweeten up Dr Pepper
DR PBPPER/Seven-Up and
Cadbury Schweppes have often
eyed each other longingly but
seem unable to agree who should
wear the trousers. Whether the

US company is determined to

stay independent - or merely
playing hard to get - is as uncer-
tain as the ultimate intentions of
the UK group.

Cadbury, which raised its hold-

ing in Dr Pepper to 258 per cent
last month by buying a 20 per
cent stake from the Prudential
insurance company, has not
ruled out further share purchases
eventually. But its immediate
aim is further co-operation.

That suggestion has been
coolly received by Dr Pepper,

which has indicated that its idea

of closer links’would involve tak-

ing control of Cadbury's north
American beverages business. Dr
Pepper makes most of the UK
company’s soft drinks concen-
trates in the US and distributes

some of its brands there.

What is beyond dispute is the
industrial logic favouring a
link-up. Added to Dr Pepper's 10.6

per cent of the US soft drinks
market, Cadbury's 3.4 per cent
would create a force better able
to stand up to Coca-Cola and
PepsiCo, the industry leaders. A
deal would provide much needed
sales channels and distribution
power for Cadbury’s US soft

drink sales, which rely on a frag-

mented network of small bottlers.

In return. Dr Pepper’s portfolio

would gain from the addition of

Cadbury's profitable range of

niche brands, including Schwep-
pes, Sunkist and Canada Dry.
Elsewhere, the two companies'

strengths are reversed. Cadbury's
operations in Europe, Australia,

Africa and Latin America would
benefit Dr Pepper, which is

weakly represented in interna-
tional markets, where Seven-Up
in any case belongs to PepsiCo.
Though Dr Pepper is highly

profitable, its expansion is con-

strained by heavy debt, the leg-

acy of a 1986 leveraged buyout in
which Cadbury participated. The
UK company, by contrast, would

bring to any deal a robust bal-

ance sheet and strong rash flow.

Nonetheless, many analysts
think Cadbury would be pressed
to pay the £libn or more needed
.to buy the rest of Dr Pepper.
Some think a better option would
be to trade control of its Ameri-
can drinks business for a bigger

stake in the US company.
But any such outcome would

require the pair’s mutual attrac-

tions to prevail over suspicion of

each other's motives. As Mr
David Lang, of stockbrokers Hen-
derson and Crosthwaite, says:

“They are natural bedfellows, but
neither wants to be date-raped.”

Goy de Jonqui&res

BRED Elsevier, the international

publishing and information
group, has finally managed to

purchase Official Airline Guides
for S417m cash.

“It’s third time lucky, " Mr
Peter Davis, chief executive of

Reed Elsevier, said yesterday.
Reed International tried to

purchase OAG, which provides
subscription-based airline sched-
ules and hotel information for

the travel industry and business
travellers, in 1987 bnt the then
owners Dun & Bradstreet
decided not to sell.

A year later the business was
sold to Robert Maxwell's Max-
well Communication Corpora-
tion for $750m. with Reed the
underbidder at less than $5Q0m.
OAG operates mainly in the US

through publications such as
OAG Desktop Flight Guide, OAG
Pocket Flight Guides and Travel
Age and Frequent Flyer maga-
zines. Reed Elsevier already
owns OAG’s rival, the ABC
World Airways Guide, which is

strong outside the US.
The deal represents the largest

disposal so far of Maxwell's US
interests by joint administrators
Price Waterhouse.
Reed has not bought OAG’s

central database. To save costs,

the process of data collection for

OAG and ABC, based in Bedford-
shire, will be integrated. The
OAG brand name will be
retained as well as separate sales

and marketing teams at the
group's Chicago headquarters.

The deal gives Reed Elsevier a

near worldwide monopoly of
tainted airline guides, although
they are increasingly available

in electronic form. The company
faces growing competition from
the computerised reservation
systems operated by groups of
airlines, such as Sabre in the US
and Amadeus in Europe.

Mr Davis argued successfully

before US monopoly authorities

that bringing OAG and ABC
under common ownership would
extend the life of independent
travel information.
“The task is to demonstrate to

the airlines that the merger is in

the interests of the business as a
whole by becoming more effi-

cient, more streamlined and not
taking advantage in terms of pri-

cing,” be said yesterday.

OAG’s 1992-93 turnover was
$129.5m (£86m) with pre-tax
profits of $44Am. The sale will

involve OAG Inc going into liq-

uidation for Reed to buy assets.

Trading will be unaffected.

T he European Communi-
ty’s monetary commit-
tee meets in Brussels

tomorrow, giving officials a

first chance to pick over the

remains of the European
exchange rate mechanism.
While there has been little

official comment on the BUM'S
future since the near collapse

of the system and the adoption

of 15 per cent fluctuation

bands last month, attitudes

have been polarising among
those concerned with interna-

tional monetary policy making.

France and Belgium still

hanker after narrow fluctua-

tion margins: an attachment

illustrated by Belgium's deci-

sion last Thursday to raise

short-term interest rates to

protect the Belgian franc on

the vary day that the govern-

ment announced a sharp

increase in unemployment to

I4J per cent in August from

13.5 per cent in July.

Elsewhere, however, there is

a rapidly dwindling faith in

narrow bands as a way of sec-

uring price stability or provid-

ing a “glide path” to economic

and monetary union (Emo).

Officials and economists do

want some monetary discipline

in Europe, however. A free for

all, with the attendant risks of

competitive devaluation and

eventual inflation, could seri-

ously disrupt the European
single market as well as dam-

age hopes of eventually mov-

ing to Emu-
So if narrow bands are not

the answer, what should be put

in their place?

The debacle in the ERM and

the realisation that freely flow -

lug capital movements could

undermine any attempt to

rebuild the old structure have

.prompted a growing interest in

those countries that manage

their domestic monetary
affairs through inflation tar-

gets.

New Zealand and Canada

pioneered the use of inflation

targets to determine monetary

policyand have so for operated

them with success. Britain fol-

lowed suit last autumn after

A new route to

Emu offered by
inflation goals
sterling was forced to quit the

ERM. Other countries have
also adopted targets: Sweden
converted to the system at the

beginning of this year.

Mr Lars Svensson, professor

of international economics at

Stockholm University and an
adviser to the Swedish central

hank, says Sweden, which pre-

viously had linked its krona to

the Ecu, realised it had overes-

timated the capacity of fixed

exchange rate systems as a

means of promoting stability.

“Monetary stability and credi-

bility need to be built at

home.” he says.

tiny of their policies by other

member states.

For example, a country
might decide to slash its inter-

est rates by 3 percentage
points to boost growth, produc-

ing a sharp foil in its currency.

It would have to explain to Fel-

low EC members how this

squared with its inflation tar-

get. If it could convincingly

demonstrate that the action

was justified, all would be well.

If however, such a move pres-

aged rising toflatfnm, the oth-

ers could exert pressure on it

to keep its house in better

order.

Economics Notebook
By Peter Norman

But how can domestic infla-

tion targets replace an

exchange rate regime covering

a number of countries, or point

the way forward to Emu?

The answer could lie in a

judicious mixture of minor

alterations to the Maastricht

Treaty and peer group pressure

among the EC countries.

The treaty could be strength-

ened by adding a specific goal

for member states of price sta-

bility (usually defined as 0 to 2

per cent consumer price infla-

tion). The convergence criteria

already define objectives for

Inflation, interest rates and

budget deficits, but only m
relation to other member coun-

tries and not by any absolute

standard.

EC member states, setting

their inflation targets with the

aim of achieving price stabil-

ity, would have to accept scru-

ff the EC member states pur-

sued such policies they should

gradually achieve economic
convergence and be in a posi-

tion some years hence to move

to Emn with its single cur-

rency and central bank.

Because there would be no nar-

row ERM bands, there would

be no obvious target for specu-

lative operators, such as the

New York-based hedge funds,

to attack.

One problem is that the EC's

experience with peer group

pressure has been mixed.

Existing surveillance proce-

dures in the monetary commit-

tee and the economic and
fins™** ministers* council have

had only limited success In

steering EC economies towards

convergence.

However, the community
could strengthen peer group

procedures by adapting the

planned European Monetary
Institute to monitor anil com-
ment on member states' poli-

cies. The EMI is due to take

over from the EC central bank
governors' committee at the

start of next year to help pre-

pare for a single currency and
central bank by the end of the

decade. As things stand, the

near collapse of the ERM
threatens to leave the EMI
high and dry.

A straw poll of continental

economists and officials last

week showed considerable
interest in such ideas. One
senior Italian official said infla-

tion targeting was "the logical

and reasonable way forward".

But those advocating infla-

tion targeting and peer review

by the EMI said the EC mem-
ber states’ central banks
should be independent,
because only then would the

peer review procedures be suf-

ficiently rigorous.

Central bank independence
might pose a problem for the

UK, which has so for refused to

give independence to the Bank
of England.

The idea of inflation targets

could also run into problems
with the Bundesbank, which
argues that a central bank can-

not target inflation in the way
that it can target a monetary
aggregate. But the Bundesbank
law rets an objective for the

bank of price stability, suggest-

ing that the German central

bank's philosophy is not too

for out of line with the aims of

an Inflation target strategy.

France would be sure to

have big objections. It is the

most attached of all the big

economies to exchange rate

stability. Its monetary authori-

ties have invested immense
prestige in the Maastricht pro-

cess and the promise that it

offers of diluting the Bundes-

bank's control over Europe's

economic future.

But an EC-wide monetary
policy based on inflation tar-

gets has a lot going for it how
else can Europe move towards

Emu without falling prey to Mr
George Soros and his ilk?

FTC to

look at

Merck bid

for Medco

Hi* azunwnauaral ippuniu a milter at rtmord only

JUNE HOLDINGS
LIMITEDBy Richard Waters

in New York

THE planned $6bn takeover by
Merck, the US's biggest drags
company, of Medco Contain-
ment Services, the country’s

largest mail-order drugs dis-

tributor, has ran into a poten-

tial setback with the Federal
Trade Commission’s indication
that it plans to scrutinise the

I

deal more closely.

An FTC request to the two
companies for more informa-
tion about the merger was
made at almost the last possi-

ble moment under the Hart-

Scott-Rodino anti-trust regula-

tions. The waiting period
under the regulations, which
would otherwise have expired
last Friday, will now stretch

until at least 20 days after the
two companies respond to the

FTC’s queries.

Merck, which announced the

newB after the stock market
had dosed on Friday, said that

the request for more informa-

tion had been made only late

in the afternoon and said it

had not yet semi details of the

FTC's inquiry. It added,
though, that it was confident

the deal would go ahead in the

fourth quarter of the year, as

originally planned.

The takeover has aroused
concerns among some competi-

tors, who fear the deal could
cut off an important distribu-

tion channel. MwIm has said

that it will continue to distrib-

ute other companies’ drugs,

although it expects Merck's !

products to account for a
larger proportion of its sales.

The deal is also subject to
approval by Medco's share-

holders.

Management Buy-out of the

Road. Services and Building Products Divisions of Colas

from
SHELL VENTURES

Total value

£72 MILLION
Institutional equity arranged and underwritten, by

Charterhouse Development Capital

Legal advisers to Charterhouse

Dickson Minto
Reporting accountants

Coopers & Lybrand

Advisers to management
First Independent Corporate Finance

McKenna & Co

Led, structured and negotiated by

CHARTERHOUSE DEVELOPMENT CAPITAL

CHARTERHOUSE
ChartarhouH Development Capital as WatHnp Street, T^mdon EC-iM 9EX

OartahaMg Dnwaliymmt Umltel In n. Memhar rfTMHO
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Bank questions

NatWest loan

weighting
By Scheherazade DanesWthu

NATIONAL Westminster's

sensitivities about its low capi-

tal ratio led it into disagree-

ment with the Bank of

England over the risk weight-

ing of some of its credit facili-

ties, it emerged yesterday.

The bank was keen to avoid

having to put up capital back-

ing for some of its undrawn
credit facilities, understood to

include financing for English
China Clays, the building
materials group, and Rhone
Poulenc, the French chemicals

company. But it was told by
the Bank of England that such
undrawn facilities could not
carry zero-weighting for the

purposes of calculating its cap-

ital ratio.

NatWest's tier one capital

rose from 5.2 at the end of 1992

to 5.5 according to its interim

statement for the first half of

1993. Yet this is still relatively

low for a large clearing bank.

The figure was only achieved

by having the results reviewed

by the auditors so that
retained interim profit could

count towards the ratio.

It is the only bank with
which the Bank of England has

differed over the interpretation

of the complicated rules on
undrawn credit facilities. Nat-

West declined to comment
Undrawn credit facilities of

up to one year carry a zero
weighting. The problem arises

if they are rolled forward dur-

ing the year. They are only
then regarded by the Bank of

England as eligible for zero

weighting if the lender under-
takes a full credit review of the

whole transaction which
includes the right to cancel the

facility.

The Bank of England has
recently relaxed these rules

slightly, but it still insists on
lenders obtaining a right to

cancel the existing facility,

unless It is rolled forward in

the last 30 days of the one year
period.

Sogo stake in Criterion

By Scheherazade Danashkhu

SOGO UK Ltd, the subsidiary

of the Japanese retailer, has
acquired a 50 per cent stake in

Criterion Developments Ltd
from its joint venture partner

Mountleigh, the property com-
pany which went into receiver-

ship in May, 1992.

CDL owns the Criterion
building on Piccadilly Circus
in the heart of London's West
End. Sogo made its first UK
investment when it entered
into a joint venture agreement
with Mountieigh in December

1990, buying a 50 per cent stake

for £30m.
Mountieigh went into receiv-

ership with debts of £590m. Mr
Tim Hayward and Mr Stephen
James, partners of KPMG Peat
Marwick, joint administrative

receivers, warned at the time
that the disposal of Mount-
leigh's £400m UK property
portfolio could take years.

Mr Hiroo Mlzushima, presi-

dent of Sogo Co Ltd, said that

the company's full acquisition

of the London site was an
important element in Sogo’s
international development.

Molins pension surplus split

The £3flxn surplus on the UK
pension schemes of Molins, the
tobacco machinery and packag-

ing group, has been split

between the schemes' members
and the company.
The 6,000 members stand to

gam an average of 10 per cent

enhancement of their benefits

from roughly half the surplus.

while Molins has received
£li.8m after tax which it

will use to reduce group bor-

rowings.

The move had been expected

since a proposal to share the

surplus between the company
and members was made at the

group's annual meeting in
AprfL

Canadian

Pizza for

market with

£40m value
By Andrew Bdger

THE CANADIAN Pizza Group,

a Salford-based company
which exports its pizzas to sev-

eral European markets -

Including Italy - will be
floated on the stock market
this autumn.
The group, which will have

a market capitalisation of

about £40m, was the subject of

a £l5.5m management buy-out
from its Canadian parent in

May last year.

Canadian Pizza makes 40m
pizza crusts per year and sup-
plies about 35 per cent of the
pizzas sold by UK superstores

as their own brands. It

employs 250 people at plants

in Salford and Nelson in Lan-
cashire.

Pre-tax profits increased last

year from 21.3m to £2.2m on
sales which grew from film to

£l5.2m.
The group believes a listing

will enhance its ability to

exploit the growth potential of
the chilled and frozen pizza

market, as the additional capi-

tal raised will be invested in

new production facilities.

Southern France is a possible

location for a new factory. A
growing segment is the in-

store delicatessen cus-

tom-made pizza, for which the

company supplies cases.

In 1982 Air Harry Kent, co-

founder of the group, began
impnrting pizza crusts made in
Canada by the Canadian Pizza

Crust Company, ran by Mr
Gino Motinaro. In 1985, Mr
MoZinaro and Mr Kent estab-

lished a business to make
pizza bases in the UK. In May
last year Mr Motinaro sold his

stake in the business to a man-
agement buy-out led by Mr
Kent, with the support of Mur-
ray Johnstone, 3i and ECI Ven-
tures.

Mr Kent, the group's deputy
chairman, said: Tinas are an
increasingly popular snack
food ... I have no doubt that

progress, particularly into the

chilled market, will continue
at an above average rate in

comparison to overall retail

sales.

”

The float will be sponsored
by Robert Fleming and Hoare
Govett will act as broker to
the issue.

Floating to development and expansion

Maggie Urry reports on Parkdean’s plan to shake off restrictions on growth

GRAHAM Wilson twice
for if. The alternative^he

tried to buy out tbe

business he runs. TheGraham wuson twice

tried to buy out tbe

business he runs. The
second time be succeeded. But

now he is as keen to escape

from the buy out structure

which is cramping his plans to

grow.

The business is Parkdean
Leisure, which operates seven

caravan and chalet holiday

parks in the UK - five in Scot-

land and two in East Anglia -

and Mr Wilson's escape route

is a flotation which is planned
for next month.
He aims to raise between

£7m and £9m, with most being
new money to repay the
group's debt and preference
shares. That will give the com-
pany a market value of up to

£l5m and leave Mr Wilson with
the flexibility to develop the

existing paries or buy more.

Mr Wilson joined the com-
pany in 1981 when it was part

of Wtiham Leech, the Newcas-
tle based house builder. Leech
had seal leisure parks as an
asset-play, but, says Mr Wil-

son, did not want to put money
into developing them.
He was working on a man-

agement buy-out when Leech
was taken over by Beazer in
1985. Beazer decided to keep
toe business and invest in it

But as its ambitions spread,
Parkdean became less impor-

tant to its parent once again.

Air Wtison achieved his aim
with a £6.9m mbo in January
1989, when Parkdean had 5
parks. That involved a £2.5m

HTR Japanese

trust launch

Henderson Touche Remnant,
the large investment trust

management group, confirmed
yesterday that it plans to

launch a £30m plus investment
trust specialising in Japanese
small and medium sized com-
panies this Wednesday.
The fund, to be known as the

HTR Japanese Smaller compa-
nies Truk will be launched via

a placing and offer for sub-

scription with toe launch co-or-

dinated by Barclays de Zoete i

Wedd. The new investment
trust will be managed by Air

|

William Garnett, who cur-

rently runs Henderson’s
j

smaller companies investment
j

trust and will aim for longer

term capital growth. I
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Graham Wilson: first selling holidays then other things

term loan, £2m of deferred pay-

ments to Beazer and equity,

including £2.17m worth of pref-

erence shares.

Despite the hefty debt, Park-

dean has managed to buy three

new parks, while selling one;

set up a telesales operation to

market the holidays better;

and develop toe parks' accom-
modation mid leisure facilities.

But it has not been easy. Mr
Wilson first approached bro-

kers about a float only a year

Coats in further

Chinese ventures

By Joel Kibazo

Coats ViyeDa, the textiles and
clothing company, announces
that toe number of its joint

ventures in China bad risen to

five following two further
agreements, worth a total of

£l6m.
In toe first of the two new

joint ventures. Coats has
taken a 50 per cent stake in a
yarn spinning mill It currently

manages. Under toe' terms of
the second venture, the com-
pany is to take a 60 per emit

stake in a new factory to pro-

duce industrial wool yarn for

tbe export market, in line with
Its other joint ventures in

China.

after toe buy-out He was told

to “come back when you're a
grown up company". In 1991,

he raised another £lm of ven-

ture capital and eliminated

part of tbe deferred payment to

Beazer, since taken over by
Hanson.
But Mr Wilson says, venture

capital is expensive and the

banking climate has been poor.

There have been times when
Parkdean ’s directors have had
to “hang ou to our hats and go

for it". The alternative, he

says, would have been to wind

the group down, running it for

cash to service the debt and

preference shares.

Now. Mr Wilson says, “we

have got to the point where we

can't go any further because of

the structure”. In the financial

year to end November 1992,

parkdean achieved an operat-

ing profit of £lJhn, up from

£1.03m in 1991. But from that

interest charges of £800,000,

tax, and preference dividends

of £200,000, left little to repay

debt and invest in the busi-

ness.

Despite toe stringencies Mr
Wilson and his team have dem-
onstrated an ability to buy and
develop parks, significantly

increasing their profits in toe

process. With the industry
highly fragmented there

should be plenty of opportuni-

ties to apply the skills to more
acquisitions, and spread the

overheads - such as the tele-

sales operation - more widely.

Only a few months after the

buy out, in June 1989, Park-

dean bought Grannie's ffielan’

Hame
, a caravan park on toe

north-east coast of Scotland.

By April 1990 a new indoor

heated swimming pool, with

jacuzti, sun beds and sauna,

had been built. The cost of

£330,000 was partly paid for by
a £100,000 government grant

designed to help tourism.

The addition of the pool

extended the number of weeks
the park is fully let from 15 to
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23, and the number of vans for

hire has been increased from

66 to 90 this year. On top of

that, the number of owned

vans - where owners pay a

rent - has risen from 3 to 30,

with Parkdean making addi-

tional profits from trading

vans.

Mr Wilson aims to increase

from toe 120 hire and owned

vans to 160 in the next three or

four years. Even that will

make toe park small by tbe

standards of many park opera-

tors, and the aim is to

retain toe “personal service”

Which contributes to

repeat and recommendation
business - that accounts for

over 55 per cent or the holidays

sold.

T ouring pitches are avail-

able too, and Mr Wilson

has plans to develop

these for the new generation of

caravans which “hook up
n

to

mains services. He reckons he
pan double the overnight rate

for such pitches.

He puts toe success of a park

down to three factors; location,

facilities and marketing. Gran-

nie’s, for example, is on a good

sandy beach, near a town, but

not surrounded by other cara-

van parks. As well as the pool,

toe facilities include bars and a
restaurant, a grocer and a fish

and chip shop, amusement
machines, and a launderette.

“First we sell them holidays,

then we sell them other
things," Mr Wilson explains.
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Risk surrounds almost
everything worth Ravir

Maybe you’re building cars. Maybe you’re building

buildings. Between you and your corporate goals lies a

complex set of risks.

Manage the risk, and you’ll prosper. Ignore it,

and you won’t. Managing a business is almost wholly a

matter of managing risk.

Here, Bankers Trust can help. Our whole enter-

prise is dedicated to helping clients shed risk that can

hurt them. And assume risk by which they can profit.

We’re not just talking traditional risk: currency,

interest rates, commodity prices.

But if your market share is menaced by imports,

we’ll help you neutralise that threat. Ifyour pension funds

are lagging their liabilities, we’ll help you fix that, too.

Surprised? Don’t be. Our unique strength is man-

aging virtually every type ofglobal risk. .

So go for the things worth having. Bankers Trust

can help put them well within your grasp.

BankersTrust
LEAD FROM STRENGTH.



"• j - -

FINANCIAL TIMES MONDAY SEPTEMBER 6 1993

COMPANIES AND FINANCE

Use of Intel

technology casts

shadow on AMD
By Louisa Kehoe
In San Francisco

ADVANCED Micro Devices has

disclosed that its latest micro-

processor chips, to be intro-

duced later this month, will

incorporate Intel technology

that is at the centre of a long-

running Legal battle between

the two Silicon Valley chip-

makers.
AMD's sales of 30m clones of

Intel microprocessors have
greatly boosted the company's
revenues and earnings over the

past two years. However, the

legal disputes with Intel - the

world's largest semiconductor
manufacturer - have cast

uncertainty over AMD's future

microprocessor sales and could
potentially make the company
liable for substantial penalties.

Previously, AMD had said

that it would lift the cloud of

legal uncertainty and achieve

“technological independence”
from Intel by designing its awn
microcode for the new chips.

Microcode is the internal soft-

ware that controls the func-

tions of a microprocessor chip.

However, AMD non’ says its

‘independently derived" micro-

code for new 486 microproces-

sors - widely used in personal
computers - is not entirely

original.

About 25 per cent of the soft-

ware is “substantially similar"

to software Intel created for an
earlier generation of 386 micro-

processors, the company said.

“The (microcode! develop-

ment team was exposed to cer-

tain Intel 386 intellectual prop-

erty that had been awarded to

us by the arbitrator of our
breach-of-contract dispute with

Intel,’' said Mr Richard Lov-

gren, AMD associate general
counsel.

He acknowledged that an
appeals court ruling in June
had overturned the arbitrator's

award, compromising AMD's
right to use the Intel micro-

code. Mr Tom Dunlap, Intel’s

chief counsel, said: “Once
again, it seems that AMD
would rather take legal risks

than develop products indepen-

dently."

AMD , however, expressed
optimism that its rights to the
software will be restored by
the California Supreme Court,

which last week granted the

company's request for a review
of the June ruling.

“We are very pleased the
Supreme Court has agreed to

review a ruling that we believe

is wrong and manifestly
unjust,” said Mr W.J. Sanders
HI , AMD chairman and chief

executive. The review effec-

tively vacates the negative rul-

ing of the appeals court, AMD
said.

AMD also noted that it has
been granted a new trial, bo

begin in November, of a related

microcode copyright infringe-

ment dispute with Intel.

Toronto SE launches index

By Robert Gibbens in Montreal

THE TORONTO Stock
Exchange is to launch on Octo-

ber 1 an index of 100 most
actively-traded stocks, ft is

designed to help institutional

investors measure Canadian
equity performance more accu-

rately.

The TSE-300 Index, now
among the most widely used,

includes smaller capitalisation

stocks. The new 100 Index will

contain only large capitalisa-

tion stocks and the most liquid

securities.

It will comprise stocks repre-

senting 83 per cent of the total

capitalisation of the TSE-300. A
range of derivative products
will be ready within six

months.
The new TSE-100 was given a

value of 250 at August 31 and
will reflect market changes
since then when the TSE
begins reporting on October 1.

The TSE-300 continues, and
those stocks not included in
the TSE-100 will later form the

basis of a new TSE-300.
The 100 index will be

updated each April at the same
time as the 300. Stocks in the

100 are classified into resource,

industrial, interest-sensitive

and consumer products groups.

Sime Darby

increases

earnings

by 11%
By Kieran Cooke
in Kuala Lumpur

SIME DARBY, the Malaysia-

based conglomerate which
claims to be southeast Asia's

biggest multinational, has
announced pre-tax profits of
M$840.8m (US$33lm) for the

year to June 30 1993.

The figure represents an 11

per cent rise over the previous

year and more than four times
Sime Darby’s 1987 profits.

Group turnover was MS7bn,
a 14 per cent rise over last

year. A final gross dividend of
16.5 Malaysian cents has been
recommended, compared with
1-L5 cents last year.

Sime Darby, once largely

plantation based, is now
involved in a wide range of

activities including the manu-
facture of rubber products, the

oil and gas industry, property

and motor and heavy equip-

ment franchises.

Sime's biggest cash earner
was once again its operations

In Hong Kong, where it Is the
main automotive and heavy
equipment distributor. Pre-tax
profits from Hong Kong were
op 33 per cent to M$195m com-
pared with M$142m last year.

"This remarkable achieve-
ment is the result of a boom-
ing economy in southern
China and has taken place in

spite of the fact that the future

of the new Hong Kong airport

and the Legislative Council
elections remain unresolved,”

said the group.

A cutback m logging led to a
decline in earnings from the
group's heavy equipment busi-

ness in Malaysia, but revenues
from the group's substantial
involvement in the local oil

and gas industry made a sig-

nificant contribution to over-

all profits.

The plantations division
benefited from continuing
strong prices for palm oil,

though sagging rubber prices

resulted in lower production
and affected overall planta-

tions performance.
Mr Nik Mohamed Yaacob,

the new group chief executive,

said that in the short term
Sime's main priority was to

turn round its insurance busi-

ness, which continues to make
a loss.

Stockholm approves Volvo/Renault merger
By Hugh Camegy in

Stockholm and
John Ridding in Paris

SWEDEN'S centre-right
government has given Its bless-

ing to the full merger, expected

to be announced In Paris this

week, possibly today, between

Volvo, the country’s premier

manufacturing company, and
Renault, the state-controlled

French car and truckmaker
due to be privatised shortly.

“Volvo is very important to

the Swedish economy, but this

Is a market-oriented govern-

ment,” said a senior govern-
ment official. “Our view is that

Volvo as a private company

must do what it thinks is right

for Volvo.”

Both companies want to

announce the merger before

the start of the Frankfurt

motor show tomorrow. How-

ever. a French government
official said yesterday that the

agreement had yet to be signed

and a delay until tomorrow or

Wednesday would not matter.

The merger will create one of

Europe's four biggest car man-
ufacturers and the world's sec-

ond biggest truck group. It will

set the seal on a three-year old

industrial alliance which
began with an exchange of

cross shareholdings in 1990.

The French government.

wary of domestic political sen-

sitivities surrounding the

merger, has insisted on a domi-

nant role in the partnership for

Renault, which it has placed

on a list of 21 state-controlled

groups it seeks to sell in an

ambitious programme to be

launched this autumn.

Motor industry analysts

believe the most probable sce-

nario is that the French car

group, currently 79 per cent

owned by the state, will have a

65 per cent stake in the joint

company.
Renault's chairman, Mr

Louis Schweitzer, will be in

charge of day-to-day
operations, with the flamboy-

ant Mr Pehr GyUenhammar,

who has led Volvo since 1971.

as head of the supervisory

board.

Aware of the sensitivities in

Sweden also over the future of

one of tile symbols of the coun-

try’s industrial prowess, Mr
Gyilenhammar has kept Mr
Carl Bildt, the Swedish prime

minister, abreast of the negoti-

ations. Volvo Is hoping that

other political and market

reaction to the merger will be

similar to that of Mr Bildt.

Most analysts in Stockholm

view a 35 per cent share for

Volvo as a reasonable outcome.

"You can never be sure of

anything, but If people look at

Kuok tipped to buy S China Morning Post
By Simon Davies bi Hong Kong

TRADING in South China Morning Post

shares was due to resume today amid
expectations that this week will see Hong
Kong’s best-known newspaper fall into the

hands of one of China's best-loved over-

seas businessmen.
Mr Rupert Murdoch’s News Corporation

announced on Friday that it was negotia-

ting the sale of Its 50 per cent stake in

SCMP, and while the buyer’s name has not

been confirmed, it is widely expected to be

a consortium led by Malaysian-born
“Sugar King” Robert Kuok.
The share sale would trigger a general

offer for the company, under Hong Kong’s

takeover and mergers code, but local

newspaper coverage has raised expecta-

tions of an offer below Friday's closing

price of HK$5.35. Based on that price, the

Murdoch stake would be valued at HK$4bn
(US$516m).

Mr Kuok commands one of the largest

business empires in south-east Asia, and
having made his fortune through sugar

trading in Malaysia, he now controls a
wide range of businesses, from hotel and
property development to trading.

He has a long track record of investment

in Hong Kong, where he is now based. He
recently floated his Hong Kong and Chi-

nese hotel interests, as the HK$6.5bn mar-
ket capitalised Shangri-La Asia. However,
the purchase of SCMP would be his largest

and most high profile investment in the

colony.

It is his China connections which will

attract most attention, if he finalises the

deal. Mr Kuok was behind Beijing's first

major internationally-funded property
development, the US$480m World Trade

Centre.

He also owns 13 per cent of Hong Kong’s
largest mainland-con trolled investment
vehicle, Citic Pacific, and has substantial

investments in property and trading in

China. Beijing would not welcome criti-

cism from business partners, and is very

sensitive to its media coverage in Hong
Kong.
As one senior employee at the SCMP

stated: “One of the ironies of this

deal Is that in a week's time, Rupert

Murdoch may be held up as the last bas-

tion of free speech and democracy in Hong
Kong.”
Mr Murdoch had implemented few

changes at the newspaper. He treated it as

a cow and paid out the bulk of earn-

ings in dividends, while playing no appar-

ent rale in its editorial content.

He is likely to make more than HK$5bn
profit from the deal, and be was clearly

concerned about the future of running an

English language newspaper in Hong
Kong after its 1997 hand-over to China,

from both a political and business perspec-

tive.

NEWS DIGEST

French retailer

trebles profit

CASINO, one of France’s
largest food retailing groups,

achieved a three-fold increase

in pretax profits to FFrGO.lm
($10J32m) in the first half of the

year, writes John Ridding in

Paris.

The rise from FFrlBm in the

first six months of 1992
reflected its merger with Ral-

lye, the supermarket group, at

the end of last year.

Net attributable profits rose

much more slowly, increasing

by 5L5 per cent to FFrl7.6m.

Sales rose slightly from
FFr83.25bn to FFr33.75bn. But
the group said that the

increase was impressive
against the background of fall-

ing consumer demand and
supermarket price wars arising

from the recession in France.

In a statement to sharehold-

ers, Casino expressed optimism
about the remainder of the
year.

It said that cost cutting mea-
sures introduced over the past

two years were beginning to

bear fruit and that the merger
with Rallye was progressing

smoothly.

Northern Telecom, the
equipment manufacturing affil-

iate of BCE of Canada and Ger-

many's Robert Bosch have
dropped a joint venture to
manufacture transmission
equipment, writes Robert
Gibbens in Montreal.

Last March the companies
announced the venture to pro-

duce equipment under the
CCITT global standard. Each
planned to put certain assets,

technology and personnel into

the project and Nortel would
have gained a distribution

channel for some of its equip-

ment in Germany.
At the weekend the two com-

panies would not enlarge on a
statement, saying they have
“strengthened their relation-

ship and are co-operating in

other areas of mutual interest,

including several global bid-

ding opportunities.”

Analysts regarded the end-

ing of the joint venture as a
potential setback for Nortel.

“Germany was a key market in

Nortel's strategy to become a
leader in European telecom

equipment,” said Mr Frede-

ricks Larkin, of Bunting War-

burg In Toronto.

However, industry sources
stressed that international

market changes may have dic-

tated the move.
Nortel, in a US$400m note

issue filing, said it will would
contend a US tax re-assess-

ment for 1980-85, potentially

requiring payment of US$450m.
The company said it has a
strong case to contest the IRS
claim.

GTE, the US telecommuni-
cations group which has
already shed 6,400 people
through voluntary separation,

programmes this year, is to cut
its workforce by a further 1.000

through compulsory redundan-

cies, writes Richard Waters in

New York.

1

Kirin Brewery Co. Ltd Kirin Brewery Co. Ltd I

has acquired has acquired

a 50% shareholding in
-A.

HJjJo"""
and its subsidiaries

a subsidiary of

Kemira Oy

The undersigned acted as The undersigned acted as

financial advisor to financial advisor to

Kirin Brewery Co. Ltd. Kirin Brewery Co. Ltd.

in this transaction in this transaction

Tlin Milnilmhi Lhnitedl 0

September 1993 September 1993

The Mitsubishi Bank, Limited is a member of the SFA The Mitsubishi Bank, Limited is a member of the SFA

this in a neutral way they

must see that it is the best deal

for shareholders, given the

alternative of a future on our

own," said a Volvo official.

According to expectations,

French control will be wielded

through a majority stake in a

joint holding company and

through a stake in a unit

which groups the automotive

operations of the two compa-

nies.

Rut Volvo is expected to

retain a powerful influence.

Volvo will hold smaller stakes

in the holding company, and P
the industrial unit. It is likely

to have veto powers over stra-

tegic issues.

Poland to

sell 60% of

Bank Slaski
By Christopher BobfosW

In Warsaw

POLAND is to offer 60 per cent

of the equity of Bank Slaski for

sale in the second privatisation

of the country's nine state- ~

owned commercial banks ere-
"

ated in 1359.

The planned disposal of the

5.6m shares comes after the

sale earlier this year of Wielko-

polski Bank Kredytowy (WBK),

in which the European Bank
for Reconstruction and Devel-

opment took a 28 per cent

share. Now the EBRD is expec-

ted to bid for a share of the

“large investor" tranche mak-

ing up 45 per cent of Bank
SJaski's equity for a which a

tender is to be announced on
September 14.

The share price agreed under

the tender will then be treated

as a marker for the remaining J
15 per cent of the equity which
is to be offered to “small”
investors later in the year.

Mr Leslaw Paga, head of

Poland's Securities Commis-
sion, which approved the pub-

lic offer, said the price for

small investors would be “no
higher” than that for large

investors, but could be lower.

The procedure is designed to

avoid controversies which
accompanied the WBK privati-

sation, where the offer price

was set before a boom on the
Warsaw stock exchange giving

investors handsome profits and
leading to charges that the
bank had been underpriced.

BANCO
NAPOLI

JoJnt-saocfc company
Registered otllce In Naples VJa Toledo 177
Cwraany capital W. 1.063.452.000.000

3-434.240.989.814
na9
S
w?* «* Naples, ragfearaliwi /».4 1809

J

Registered c.C I.A.A. in Naples at no. 487026
Tax Code and VAT Numb# 06386880636

NOTICE OF ORDINARY AND EXTRAORDINARY MEETING OF SHAREHOLDERS

* Shamnerns. convened at aw Heated<***
September 1593 tor a second meelinaai StesametknfJ^

r3
?
pm lflr ““ ,tf’9 ma«inQ and - u necessary, on 22

fZTZ- as per the notice that appear*! fn the Quanta
Uttldale no. 20

1
part ll on 27 August, an Ordinary Mealing rtlbeheld. having trie lotlowing Agenda:

' fWri*,aa0n 01 Co^ Cl^renan In accordance wUh art. 13 ofthe

Notice b also given trial the agenda of me Extraordinary Meeting hasbeen extendedM hsom:

“21 a ,ransn0,v flBg‘,la"on«WJE2EIo» iXSlaraltoll
- Amendment of art.9 ol the Memorandum ol Association.

All further Information contained In the notice puMshod in the Gazette UHidate no 201 part « on 27 August. 1993
remains unaltered.

n

Naples. 1 September. 1993

0(1 behalf ol lha Board ol Directors
Avv vnooruo Scartofo

(Vico-PresWert)

Notice to Noteholders

U.S, $75,000,000

The Venezuela Collateralised DCB
Corporation I

8%% Senior Secured Notes due 1994
(tbs ‘Sailor Notes "J

Notice is hereby given that, in accordance with Concfition 7(b) of the

Senior Notes. The Venezuela CoBalwafised DCB Corporation I (the

"Issuer") win redeem U.S. $791.67 principal amount ol each U.S.

$1 ,000 Original Principal Amount ol each Senior Note, plus accrued
Interest of U.S. $17.31, on the Senior Notes Call Date tailing on
September 22, 1993. This amount is 79.1666% (19/24ths) of the

Original Principal Amount of each Senior Note and aggregates U.S.

$59,375,000 tor aU the Senior Notes. Payment ol such principal

amount, together with such accrued interest, wiS be made, to the

case of Bearer Senior Notes, upon surrender of the retevantTOon
(Talon No. 4) and otherwise as provided In the Conditions of the

Senior Notes.

PRINCIPAL RAYING AGENTAND TRANSFER AGENT
The Chase Manhattan Bonk, NA
Wooigate House. Coleman Street

London EC2P2HD
RAYINGAGENTANDTRANSFER AGENT
ChaseManhattan Bank Luxembourg, SA

5 Rue Plaetts

L-2338 Luxembourg

REGISTRAR ANDTRANSFERAGENT
The Chase Manhattan Bank,NA
4 Chase Melrotech Center, Brooklyn

NewYork NY11245

By: TheChase Manhattan Bank,NA
Principal Paying Agent

September 6, 1993

CHASE

Inter Capitallimited
• UA $50,000,000

Floating Rate Notes due 199?

Notice is hereby given that the

[merest Race for the period

from 3rd September, 1993 to

3rd March, 1994 is 4.8125%.
The Roaring Rate Note Inter-

est Amount payable on 3rd

Match, 1994 is U.S. S241.96

rvr U-S. $10,000 and U.S.

$6,049.05 per U.S. $250,000.

In accordance; with clause 5(c)

ofthe Terms and Conditions of

the Notes, rite Interest Rare

applicable for those Note-

holden who have elected to

Redeem their Notes on 3rd

March. 1994 is 3.9375% and
the Rooting Race Note Inter-

est Amount payable will bo

U.S. $197.97 per U.S.

$10,000 and U.S. $4,949.22
per U.S. $250,000.

QBsolitnTnut
Company, London AmbiBwIi

EUROFIMA
European Compart tar(ho Bnartoa

at Heaved fiofKng S*x*

U.S. $250,000,000
Deutsche Marti UBOR Based
Hooting Rats Notes due 2002

For the Interest Period 3rd
September, 1993 to 3rd Dec-
ember, 1993 the Notes WiB

carry an Interest Rate of

5.375% per annum with Cou-
pon Amounts of U.S. $13-59,
US. $135.87 and U.S.

$13,586.81 per U.S. $1,000,
U.S. $10,000 and U.&
$1,000,000 Notes respect-
ively The relevant Interest

Payment Date will be 3rd
December, 1993.

Swiss Bank Corporation

Commerzbank AktiengeseUschaft
U.S.S 250,000,000 Subordinated Floating Rate
Notes Due 2002
In accordance with the provisions of the Notes the following notice
is hereby given:

Interest Period: September 3, 1993 to March 3, 1994 <181 days)
Interest Rate: 5% p.a.

Coupon Amount: U.SJS 125.69 per U.S.$ 5,000 Note
U.S.S 251.39 per U.S4> 10,000 Note
U.S.S 251389 per U.S.S 100,000 Note

Payment Date: March 3, 1994

FrankfurVMain. September 1993

COMMERZBANKA

Note B totes ol Boot 9obs
SOROO0 WffiHATJOHM. SELECTOR RJM)
9steiflia«B!aateaateMrfte(aCAVl

teqlfeiaf oBck l4.neAUUigMLuant)oug
ComotU fief&r. Stefai B82Q2

NOnCE OF CHANGES OF CUSTODIAN, PffiNOPAL PAVING AG£HT
CBJTRALADMKSTHAnO((AGBtrAM]LJSID^XGEKT.

Tte Diredns ri Sduoder fantett Setaoicm Find iwe nsotadM n Kmw SEpfente 1993 B** ol

Bomaa CLuttntoMrty SA h ki be 4poMaa mSUbn d be sorts 01 f> Fmi. Midi has as roguate office
bf®7 Lrantoug toptaceaf faqja Bosnia du LuxerabviQ. much hz. as rnsteoal

** ympBa. 1-1118 Umrtwno. m Banub (lunteaug) SA b alsa to l» aniankd

BrtaftfaiAjdaQjtantmtiSMS no Gtxfte, L-1K17 Luarnteai).

Re Budd Directors

DO YOU WANT TO KNOW A SECRET?
The ID.3. Gam Seminar wtt show you how the markets REALLY work The

'

teQWKtarv W.D. Gann can increase yourl
How77haf8 “ie 88cret 061 474 «K» to

;

Schroders
Interim Statement
3rd September 1993

The profits after tax of the Schroder Group for the first
six months of 1993 were higher than in the same period
ofthe previous year.

An interim dividend for the year ending 3 1st December
1993 of 4p per share (1992: 3p adjusted for May 1993
capitalisation issue) has been declared.

The dividend will be payable on 2 1st October 1993 to
ordinary and non-voting ordinary shareholders on the
register on 30th September 1993.

Schroders pic, 120 Cheapside, London EC2V 6DS
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INTERNATIONAL CAPITAL MARKETS
international bonds

Austria and Exim
THE LAUNCH last week of two
large yen-denominated Eurobond
iasaes by top^palrty borrowera has
helped to revive investor interest in

H* SBCtor of ^ interna-
tional bond market
Tie Export-Import Bank of Japan

raised Y75ba through an offering of
10-year Eurobonds and the Republic
of Austria established a new bench-
mark at the long end of the Euro-
yen market with Its YGObn issue of
12-year Eurobonds.
Syndicate managers say that

Brim's 10-year Eurobond issue has
helped to open up the Euroyen sec-
tor for other Japanese gaverament-
gnaranteed entitles.

In the past, the Japanese finance
ministry had discouraged them
from raising yenrdenominated funds
outside the domestic bond market
However, the ministry has changed
its stance in recent years.
So far, the Japanese Development

Bank (JDB) has been the only gov-
ernment-guaranteed entity to issue
in Euroyen. It bas launched two
such offerings to the past two years,
and is thought to be considering a
third, of the same size and maturity
as farm’ll

Austria followed rapidly on
Brim’s heels, and both issues have
provided liquidity which is badly
needed at the long end of the Euro-

yen sector. Both issues were priced
agamst the World Bank’s yen global
bond due 2003. Erim's issue was
priced to yield six basis points
above the yield on World Bank's
bond. Some managers said the issue
was generously priced.
By contrast, the pricing of Aus-

tria s issue, launched at a spread of
13 basis points over the yield on the
World Bank bond, was widely
regarded as tight. Some syndicate
managers said the spread should
have been five basis points wider to
compensate for the extra two years
of the bonds' life. However, a
spokesman at the lead manager,
Yamaichi International, said last
week the pricing was justified by
the quality of the borrower and
demand for long-dated paper.
The pricing also reflected Yam-

aichi’s view that Japanese interest
rates will be cut in the near future,
which would Increase the attraction
of the 4jA per cent coupon.
Syndicate managers say these

two issues could herald a steady
stream of Euroyen issues over the
coming months, which would stem
the decline in volume in this area of
the Euromarket.
According to IFR Securities Data,

the percentage of all Eurobonds
issued in yen fell in the first eight
months of thin year, to 10 per cent

deals revive Euroyen sector
Japan

Dfecount rate (%)

5.0 --

1892 93

Soma Datastraaro

of the total from 1L5 per cent in the

same period last year. By contrast,
sterling’s share rose from 8.7 to 12.6

per cent and the D-Mark's to from
9.7 to 14.5 per cent The dollar's
share remains the largest at around
35 per cent
The data also show that the yen

dropped to fourth position in the
table of the preferred issuing cur-

rencies from second position.

The lack of swap opportunities
this year has deterred non-Japanese
Issuers from borrowing in yen.
Many issuers only tap the Euroyen
sector if they can swap tbe proceeds
of their offering Into dollars which

are fixed at a margin below the Lon-
don interbank offered rate (Libor).

However, swap conditions have
improved recently and Grim is

thought to have exchanged the pro-

ceeds from its offering into dollars,

achieving an all-in cost of hinds of

20 basis points below Libor.

Non-Japanese borrowers have
also been hindered by tbe yen's

appreciation against other curren-

cies in recent months. Syndicate
managers say they are now looking

more closely at the Euroyen sector,

encouraged by expectations that the
yen has readied its peak.

“Many borrowers would like to

borrow in yen when it is dose to Its

all-time high because their currency
exposure should be reduced in the

long term as a result," says one
syndicate manager.
Expectations of a further cut in

Japanese interest rates to boost the
country's flagging economic growth
have further enhanced the market
conditions for borrowers. Many
economists expect a cut of up to V*

points in the discount rate, which is

currently at 2% per cent
The Japanese government bond

market has been strengthening as a
result of the hopes of a cut in rates.

Analysts believe that after the cut,

interest -rates are likely to remain
low for the foreseeable future.

In the light of such forecasts,

investors are keen to buy long-dated

yen bonds which offer a coupon

with some premium over the cur-

rent low yields in the government

bond market.

Yet despite the favourable condi-

tions for borrowers and the current

demand among investors for yen
Eurobonds, syndicate managers are

careful not to launch too many new
issues for fear of saturating the

market.

The Euroyen market is less liquid

than other sectors of the interna-

tional bond market because of it is

still limited to the highest credits,

namely sovereign and suprana-

tional borrowers, or triple A-rated

corporate names.

As a result, many yen Eurobond
issues become illiquid very soon
after their launch. This is a draw-

back for investors wanting to sell

their bonds before they are
redeemed so they are reluctant to

buy too many at issue. “It is a
self-perpetuating problem," says
one syndicate manager.
Last week's deals helped to pro-

vide liquidity at the longer end of

the market but syndicate managers
say it will take a considerable time
before this vicious circle is broken.

Antonia Sharpe

NEW INTERNATIONAL BOND ISSUES

" H
5*-I Mh

‘H
:** **

1 m
[' :i

?A,

t.

a*
'

•

: '
'

•'
Hi;

4 ' •

> •
'•

Borrower

US DOLLARS

Amount
m. Maturity Price

View
96

Launch Book runner
spread bp

VfaWta & Co.(a# 100 Sep. 1997 1.25 100
Bdareha Co,(b& 60 Sep.1997 125 100
General Bectric Capita/ Cap. 250 Sep. 1998 425 8929R
Ptirofrm 200 Sep.1996 7.5# 99247ft
GmpoSitur 100 Sep.1998 8.75# 99.762R
Hemaraf Land & DevJ

ment(h)§ 60 Sep2003 15 100
Cr&ft Local de France 300 Oct1996 42S 9255ft
Orm Lyorafe* 150 Sep2005 (Q 99.75ft
Banqua tndosuazt 100 OcL2005 ffl 9275R
BM. (HK Branch** 100 0ct2003 0 100ft

Babob Owraeae* 100 Sep.1997 W 100ft
Goldman Sacha Group?: 125 002005 (s) 09.75R
MUX PtoBc CoM§ 80 Sep2003 (4*-5) 100

D-MAHCS

Wako bitL (Europe)
- - Nomura International

4262 +10 {4WK-96) UBS
7220 +335 (4HK-96J Bear Steams ML
8210 +400 f«K%-9Q Lizard Frtres

- - Jenfine Fleming

4.413 +18 (4*96-96} Salon Finance InO.

CSFB
CSFB
Morgan Stanley Ml.

Sanwa Mamattonal

Goldman Sachs ML
Norma Memaflonal

A

Depfa Hnanca
Deutsche Bau & Bodar&ankfc)

Frankfiftsr Hypobankt

SGZffl

STOUNG

1.5bn

200

100

150

Sefx2003

SefL2003

002003
002003

6275
6275

(<fl

625

99.7ft

101.66

100

102

6l417 +24 (BVM6-03) Dresdnsi/Morgan Stanley

TiMcaus & BurMumJt

TrHcaus A Burthardl

Trtnkaus & Burkhart

Irish Parmmnt 100 001898
(!)

9B28R UBS

FRBCH FRANCS

RATP 2£bn Sep£003 6 97225H 6.300 +18 (6V96-03) SodM G6n6ra!e

Region DTte de France 600 Sop.2000 6 B9JS5R a081 +22(8»9640) Banqua Pafcas
Cricft Local de Franca l^fan Sep_2005 625 9828ft 8.460 +22 (8%96-04) Cnkfl Lyareiab

SNCFW Ibn Sop201

3

8.75 98.72ft 6270 +18 (BttW-12) Socfett G6n6rate

Soc. Gin. Acceptance* 500 DSC2003 W 99.4ft Sod&£ G&idrato

YEN
A.!

Export-lnpoft Bank of Japan 75m 002003 4275 89.73ft 4.409 +25 (41&96-03) Nomura bitemational
-
r
* R^ubBc of Austria fiOtn Sap200S 4-5 100ft 4500 Yamaichi ML (Europe)

Itochu International^ lOton Mar.1997 3.75 100425ft - - Msrrfl Lynch ML
: j Obayashi Finance fntUNetfn# 10hn Sap.1996 M 100225 - • Sanwa International

Borrower

CANADIAN DOLLARS

Amount
m. Maturity °T" Price

Yield

%
Launch

spread bp
Book runner

Province of British Columbia 400 Sep20Q5 725 B&8R 7.404 +50 mt%-0a Sco&aMdLeod
City of Ouebec, Tranche A 35 Oct1938 6275 10205 6583 - B3L, Luxembourg
City of Quebec, Tranche B 21 Oct2003 7.625 101.95 7243 - BJL. Luxembourg

ITALIAN URA

Rabobank Nederiand 500bn 0ct2003 zero 46.426 7275 . IM1 Bank Luxembourg

KiW Ml. Finance* I50bn Sep. 1998 W 100.6R - - Banca Comerdale ItaAana

Crfida Local de France* 150bn Dec.1996 M 100275 - - Credito ItaBano

HONG KONG DOLLARS

Memaftonaf Finance CorpJ 500 OCL2000 (q) 100/J - - Sodfiri GMraie Asia

SWISS FRANCS

Verbund, Austria 250 tytonre; 45 1025 4230 Bank von Ernst & Cte

Rabobank Nederiand(eJ*$ 150 OcL2000 25 100 - Swiss Bank Corp.

Norddertsche LBffi+t 115 0ct2000 225 100 - Swiss Bank Corp.

100 Oct-1998 2.75 100 - UBS
EuropSIsche Hypoban/^r)*^ 100 OCL2000 275 100 - UBS
Ait Ufa Co»*§ 45 Dec. 1997 0251 100 - kfldco Bank [SwttzJ

Final tcrao and mn-crflfeb (idem Band. The yUd speed (war rakmn gownrrwr* bond M Hunch to supplied by Set toad imager. *Pitato

ptocema*. SCvwartUa. fttWi sqtdly anaus. tftoeung rats nan. Mend-anal capon. R; And r+oller price. 4 Danora: *6.000 «. 1 unsnnt.

Exartse price; Y2UH. FK 10&2Y*. b) Darxm: *10.000 * 2 warants. Emrcko price: Y1363 FJfc HJWY/S. 4 Gonwrtblo an 2AIWH or 2V8/B8 Mo
FFM ndh coupon aT tHnonfc Lbor - 005% end 24WD7 maturity. d> Cavan pays 73% And and ki Ant year and 17.76* -!* e+nomh Ubar

Media, e) Down.: SAfiQOOO • 17S 3-yow manta. Each wanant aradtoa holder to a Roy* Dutch PaMeum ahara a HUMUS. Q Denaro:

SFiSOflOO t 420 3-yMr womb. 4 Kuiuiilj andUaa hddar to b Bayer doe at 0X3007. a) Oownu SRSOOOO + OS 2-yom sonants. 10 auutta

hiW) holder to a C3 Hoktaig bearer due « SFf3£50. tl) Cammlai price: BahtlOS. FX: 2&2BalU/l PiataUa an flWBB Bt1 165*. Catabto. eub/eat

10 140* ml*. ftomMMS at aecowd «Ma Ip «Mtf*4* ml HornMi at per. 4 Coupon paya 6-montti Ubar - OSSM; mintiun B*. madman
B*. i Caoxxi paw 6+nanh Ubar - aiB7SK;iiMnum 6.76%, maxfcnan 10*. 14 Coupon pays 3+narth Ubar + 0L2*. 4 Coupon pays 3-month
Libor + 03%. a) baue taaiched on 18*/B3 «aa kmosad to FFMIn n) Coupon pays 7* cn money nmtot bade Ibr bat S months and lid* -

1.7S x 3-month Ptjor iherwte. oi Short lot and 2nd cuparm. p) Coupon pays 3-manfli Libor - 03%. si Coupon pays 13.76* - 2 it 3-manti HAor
la 1st 2 years and 7* Acad quarteriy dioraaflar. ) Dsnont: EftsojMo • 180 2-yaar anmnta. 6 Marrants erailto header to 1 sham In each of Bayer.

BASF and Heaehst ot 0MB43A. 4 Coupon p«B S^north Libor Oil; minimum 6375*. moxhnun 9*. 0 ConneilAlo on 2/1IW5 or 27108)1 1*1 FHN
paying 6-momh Libor . 005%. 4 Cavan pegs 3-manDi Libor » 0.275%. v) Coupon pays SmonBi Libor - 025*. Short 1st coupon «4 R*f am
sa. Codabto oi 31/12/65 at 102* dscMng by 05* aaidmuW. Cdabto, eub)ec* to ISO* nda. on 30*794 m 101.76* decMng 026*
sena^mady. x) Fhfcv MB/BB. toAcaiad cawaiaia i premium: 12-14*. gCm gaan ahoe opriort CXdbto bom T7/BW7, atAfaet at 140* nda. at par.

Now Yieldam on ISMA baata.
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RISK AND REWARD

Broadening the

horizons of currency

exposure management
positions of companies under vari-UNTIL recently, tbe

use of derivatives

by non-financial

companies had only

sparked interest

among shareholders

if disaster struck. In

these instances -

such as Allied

Lyons’ £lS0m loss in

1991, when a treasury official wrote

uncovered currency options - the

focus tended to be on the cause of

the short-term hit, usually specula-

tion or inadequate management
controls.

However, more attention is now
being paid to tbe broader implica-

tions of a company's policy on cur-

rency risk management. The vola-

tility to exchange rates In the last

year, and the virtual collapse of the

exchange rate mechanism, has
heightened the awareness of institu-

tional investors of the potential

impact on profitability of a compa-
ny’s approach to currency exposure.

Last year, the Association of Cor-

porate Treasurers published a set of

draft guidelines designed to make it

easier for institutional investors to

analyse the implications of foreign

exchange management The subject

has been a matter of intense debate,

since there Is some opposition to

increasing disclosure, but definitive

guidelines are expected this

autumn. Mr Gerald Leahy of the

ACT said there was a strong feeling

there should be better qualitative, if

not quantitative, information on
treasury policy.

Stock analysts are also waking up
to the importance of currency hedg-

ing to analysing an international

company’s performance prospects.

For example. Credit Lyonnais Laing
recently published a ground-break-

ing piece of research on the UK
drinks industry entitled “Currency
hedging in the drinks sector",

which provides an unusually
detailed examination of the prac-

tices of companies like Grand Met-
ropolitan, Guinness and Bass.

As well as defining the extent and
nature of these companies' foreign

exchange exposure, analyst Ms
Julie Bower details their policies on
dealing with their exposure.

She notes that in general, “too

much attention is paid to the expo-

sure of companies to currency
movements as reported in their

accounts, and too little to the

underlying long-term competitive

ous exchange rate scenarios".

There are three types of currency

exposure: transaction exposure,
which is the exposure to exchange
rate movements between a sale and
its settlement; translation exposure,

which relates to the effects of cur-

rency movements on a company’s
accounts when reported in the
home currency, and is held to be of

significance only for accounting
purposes; and economic exposure,
which describes the extent to which
the present value of expected future

cash flows changes with currencies.

Ms Bower argues that companies,

tend to concentrate too little on the'

third of the these categories. “[Eco-
nomic exposure] is a true exposure
which managements should be
seeking to optimise through a finan-

cial management programme that

complements their long-term strate-

gic planning process.”

She makes the important point
that hedging can be financial or
strategic. For example. Japau's
Nikka Whisky Distilling Company
bought a large Scottish distillery In

1989, reducing the operating risk of

being dependent on exported
whisky from Scotland for its own
Japanese blended whiskies by hedg-
ing Its long-term economic exposure
to the sterfing/yen exchange rate

through an investment in the home
market of its suppliers.

Undoubtedly, the pressure on
companies to provide better infor-

mation is increasing. Last year, Mr
Hugh Jenkins, chief executive of
Prudential Portfolio Managers,
described information given by
most companies as “minimal" even
though the Report and Accounts is

the correct medium for disclosure.

Most senior managers they
are anti-speculation, yet they follow

selective hedging policies designed
to protect against anticipated
adverse currency movements. Yet
in practice it is often the case that

hedging is only useful in protecting

the company against unexpected
changes.

The consequence for investors is

uncertainty. If a fund manager buys
a UK stock because he thinks the
company will benefit from
increased US earnings, he needs to

know if the dollar exposure of that

company is hedged. At present, he
is often in the dark.

Tracy Corrigan

ibor;ii -s
? Raw

O KN

This announcement appears as a matter of record only.

BARIVEN, S.A.

BARIVEN

$230,000,000
Trade Finance Facility

Guaranteed by: i-

PETROLEOS DE VENEZUELA, S.A.

Arranger

The Chase Manhattan Bank,.N.A.
Senior Lead Managers:

The Chase Manhattan Bank, NA
ABN AMRO Bank, N.V.

Dresdner Bank Group
Generate Bank S.A. /N.V.

Lead Managers:

Banque Frangaise du Commerce Exterieur

Royal Bank of Canada

Co-Lead Managers:

COrporadon Andlna de Fomento-CAF

Managers:

Bayerische Verelnsbank AG, New York Branch

(Union Bank of Bavaria)

Creditanstalt-Bankverein

National Bank of Kuwait, S.A.K.

Vereins- und Westbank AG

Co-Managers:

Banca CRT S.p.A. - New York Branch

Bank Brussels Lambert

The First National Bank of Chicago

Agent:

The Chase Manhattan Bank, N.A.

July 1993

This announcement appears as a matter of record only.

I RSA

IRSA Inversiones y Representaciones S.A.

International Offering

of

1,500,471 Global Depositary Shares

Each Representing Ten Shares

of Common Stock

(par value Pesos 1 per share)

at

US$16.83 per GDS

Baring Brothers fL Co., Limited

Amhold & S. Bleichroeder, Inc. Merrill Lynch International, Limited

BARINGS July, 1993
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Wall St divided on strength of rally US events give food for thought
THE US credit market reached

a historic landmark on Friday

when the yield on the bench-

mark 30-year Treasury' issue

fell below 6 per cent for the

first time in its 16-year life.

But, amid the celebrating. Wall

Street Cassandras were quick

to wonder how soon the

remarkable bond market rally

of the past few months might

go into sharp reverse.

The factor which finally took
the long bond through 6 per

cent was a surprisingly poor
unemployment report for

August on Friday morning,
which suggested at first glance
that the economy was growing
more weakly than expected.

By the close of trading, the

issue was showing a yield of

5.94 per cent, down from 6.14

per cent a week earlier. The
rest of the yield curve also

dipped by 20-22 basis points,

with the 10-year note ending
the week at 5.28 per cent.

With US interest rates at
their lowest in 25 years, inves-

tors face a dilemma: Is the

bond rally of the past six

BELGIAN BONDS

weeks a sign of a seriously

overheated market, which Is

bound to end in a sharp correc-

tion and an upward turn in the

interest rate cycle? In short, is

the bond market rally about to

peak out?

Or does the rally mean the

market is entering a new trad-

ing range, reflecting an econ-

omy facing a prolonged period

of low growth and low infla-

tion, and that this could push
interest rates down even fur-

ther, back to the level of the

1960s? Wall Street is divided.

Few analysts forecast the long

bond would breach 6 per cent,

yet after the event many argue
that the bull rally remains rel-

atively secure, though it is

bound to suffer short-term cor-

rections. A minority, however,
warn that the market is seri-

ously overbought
The main Factors behind the

rally provide ammunition for

both camps. First many statis-

tics suggest US economic
growth remains subdued, and
President Bill Clinton's tax
increases and healthcare

reforms could further retard

expansion.

However, last week the gov-

ernment revised its estimate of

second-quarter GDP growth up
to 1.8 per cent, compared to the

1.6 per cent initially reported.

And August’s employment sta-

tistics were not nearly as bad

as the headline figures would
suggest. Businesses may not be

hiring new workers, yet hours

worked are rising at a respect-

able 2-5 per cent annual rate.

Coincidentally, the surpris-

ingly poor August figures came
exactly a year after very simi-

lar statistics prompted the Fed-

eral Reserve into its last easing
move, and some of Friday's

bond rally may have stemmed
from hopes of a repeat perfor-

mance by the central bank. Yet
the Fed seems unlikely to

change a rates regime which,

by underscoring its anti-infla-

tion hawkishness, has been a
powerful contributor to the
current rally.

Nor do there appear to be
any significant inflationary

clouds on the horizon. The

only statistic of note to be

released this week win be Fri-

day's producer price index for

August. The overall PP1 may
show the first rise in four

months, but the increase is

expected to be modest, at

around 0.2 to 0.3 per cent.

Apart from economic funda-

mentals, market forces driving

the band market rally have
included the Clinton adminis-

tration's reduction in the sup-

ply of 30-year bonds, and heavy
demand from both banks, tak-

ing advantage of the steep

yield curve, and mutual fund
investors seeking higher
returns. Flows of cash into

bond funds jumped 22 per cent
in July to a record $l3bn.

There are no immediate
signs of this tide turning, yet
mutual fund investors could
prove volatile if a run of
adverse economic statistics

suggests the market Is peaking
out Any correction - be it the

turn of the interest rate cycle

or not - could prove nasty.

Martin Dickson

Snowballing debt keeps yields above 7%
IN the European bond market
rush for the pot of gold. Bel-

gium has been left at the back
of the queue. While its EC part-

ners have seen phenomenal
rallies in the past few months
the Belgian bond market has
languished.

A league table of interna-

tional debt markets monitored
by J. P. Morgan shows Belgium
as the worst performer in
August, providing a return of

only 0.61 per cent in local cur-

rency terms - for the same
period Italy's return rose 5.54

per cent
Then, late last week, when

many were beginning to con-

sider that Belgian debt prices

had been left too far behind,

the central bank announced it

was raising central interest

rates from 9.5 per cent to 10.5

per cent. The news sent bond
prices plunging by up to two
percentage points for some
maturities. A wave of selling

pushed the yield on 10-year

bonds back up to 7.3 per cent
against 7 per cent in July.

On Friday, prices continued
to fall and yields to rise, widen-
ing the gap with German bund

returns to some 115 basis

points as the market factored

in a slide in the Belgian franc

to BFr23 against the D-Mark.

Some analysts believe there
will be no pick-up until early

November and then only if

wages are frozen under the

social pact to be thrashed out
at the end of the month.
Belgium's problems are

encapsulated in its soaring
public debt, which stood at

around 116 per cent to GNF
last year, the highest in the
OECD. Ms Jane Edwards, econ-

omist with Lehman Brothers,

says the recession and the cen-

tral bank's determination to

maintain high rates to protect

the currency's parity with the

D-Mark are leading to snow-
balling debt, a situation where
debt spirals because high debt
means high interest rates

which lead to more debt She
says Interest payments on pub-
lic debt were close to BFrSOObn
last year and are unlikely to

fall this year or next
Ms Edwards argues that Bel-

gian bonds will be attractive

once a wage agreement is

reached. But any solution to

the crisis is likely to involve

lower short-term rates which
will also weaken the currency,

so overseas buyers would have
to hedge against currency flails.

A more optimistic case is put
by Bear Stearns, the US securi-

ties house, which has taken
the widening spread between
Belgian and German 10-year

paper as a pointer to the pro-

spective value and recom-
mends a switch from bunds to

Belgian paper.

Mr Craig Shute. an econo-

mist with Bear Stearns, claims:

“Domestic considerations point

to lower short-term rates by
the end of the year, even if it

means breaking the franc/

mark tie." Mr Shute published

his research shortly before last

Thursday's plunge and when
the bnnd/Belgian bond spread

was around 85 basis points.

Whether his enthusiasm is

justified depends on whether
Belgium is prepared to
unshackle its monetary policy

from that of Germany, where
unification has led to relatively

high inflation that has to be
fought by a tight monetary pol-

icy.

As with Denmark, Belgium
fears that a decoupling of mon-
etary policy from Germany
would reveal fundamental eco-

nomic problems that could be
Ignored when the European
monetary union project was
strong.

But since the widening of the

European exchange rate mech-
anism divergence margins
from 2.25 per cent to 15 per

cent the German link has
looked increasingly spurious.
Two weeks ago. a group of 14

Flemish economists called for

monetary policy to be relaxed.

They said that continuing to

tie the Belgian franc to the

D-Mark - a policy pursued
since 1990 - would damage
industry and employment pros-

pects and was no longer an
acceptable option.

Late on Friday, speculation

that the Belgian franc's tight

link to the D-mark would be
dropped as well as news that

the state budget deficit rose to

BFr76J)bn in August left short-

and long-term debt markets
rudderless.

Peter John

Notice, for information only, to the Bondholders of

SCA CAPITAL CORPORATION B.V.

ECU 101,000,000
4 1/2 PER CENT. GUARANTEED CONVERTIBLE
BOND5 (THE -BONDS7 GUARANTEED ON A

SUBORDINATED BASIS BY, AND CONVERTIBLE

.

INTO NON-RESTRICTED CLASS B SHARES OF,
SVENSKA CELLULOSA AKT1EBOLAGET SCA

{THE "COMPANY")

NOTICE TO BONDHOLDERS
The Board of Directors of Svemfca CcHula&a Akticbobget SCA
(the ’’Company’’) have on August 27, 1993 decided to increase the

Share Capital of the Company through a Rights Issue of Shares with
a preferential righr for rhe shareholders ro subscribe for the New
Shares. The decision is subjea to the approval of an Extraordinary
General Meeting of the Shareholders of rhe Company ro be held on
September 23, 1993.
The shareholders are cncirled to subscribe far one New Share for

each ten shares held at a price of SEK SO per share. Shares of Class A
carry the right to subscribe for shares of Class A or Class B and
shares of Class B carry the right to subscribe for shares of Class B.

The Record Date at VPC, the Swedish Share Register Center, for

determining those shareholders entitled to subscribe for the New
Shares is the close of business in Stockholm on September 28, 1993.
Subscription for the New Shares shall be effected by payment

between October 4, 1993 and the dose of business in Stockholm on
October 27, 1993.

Conversion of Bonds must be effective, as defined in Condition 5(c)
of the Bonds, on September 17, 1993 at the latest to entitle Shares
issued upon such Conversion the right to participate in the Rights
Issue.

The Offer to subscribe for New Shares constitutes a Closed Period,
pursuant to Clause 9 (B) (4) (i) of the Trust Deed dated 17th
January, 1989, commencing on September 18, 1993 and ending on
the dose of business in Stockholm on September 28, 1993.
An adjustment (if any) of thr Conversion Price will be effective as

from November 1, 1993 but with retroactive effect as from
September 29, 1993.

Stockholm in September 1993

SVENSKA CELLULOSA AKT1EBOLACET SCA
The Hoard of Directors

Notice
Notice, tor information only to shareholders of

Svenska Cellulosa Aktfebolaget SCA

Notice ofshare issue decision pursuant to

Chap. 4 $7 ofthe Swedish Companies Act

At a meeting of the Board of Directors of Svcnska Cellulosa AJcric-

bolaget SCA held on August 27, 1993 it was decided - conditional

upon the approval of a General Meeting of Shareholders - that the

Company's share capital shall be increased by a maximum of SEK
185,321,730 through the new issue of not more than 5,838,227

Scries A shares and 18,532,173 Scries B shares, however, in .-l max-
imum not to exceed an aggregate of 18,532,173 Series A jnd Scries

B shares combined, cadi with a par value of SEK 10, in accordance

with mainly the following terms.

The Company's shareholders have preferential rights to subscribe

For one new share for each full multiple of ten old shares held,

whereby old "A" shares carry rights to subscribe for "A" or " B"

shares, as decided by the shareholder, and old " B" shares carry

rights to subscribe for new " B" shares.

The issue price is set at SEK SO for each new share. The record

date for the new issue shall be September 28, 1993. Subscription

shall be effected through payment during the period October 4 - 27,

1993. Proceeds accruing to die Company as a result of the new issue

may amount ro a maximum of SEK 1,432,573,840.

Excess subscription rights, in a number that is not sufficient to

subscribe for one full new share, will be sold centrally in rhe mar-

ket, for the account of the shareholder.

In order for holders of debt certificates linked to the Company’s
1987/95, 1990/2000 and 1989/2004 subordinated convertible bond
loans to be entitled to participate in the rights issue with shares

arising through conversion, such conversion shall have been effect-

ed not later than September 17, 1993.

The decision documentation is available at the offices of SCA.
Srmvplan 3, Box 7827, 5-103 97 Stockholm. Sweden.

Stockholm, August 1993

Board of Directors

SCA SCA
This notice does not constitute an invitation or offer for the sale of

any securities in Svenska Cellulosa Akticbolaget SCA.

This public notice does not constitute an imitation or offer for the

stUe ofany securities in Svenska Cellulosa Aktiebolagct SCA,

INDEX CONSTITUENTS
LISTS OF the constituent stocks of the FT-SE Actuaries Share Indices series and other FT indices are

available at no charge from The Manager, FT Statistics, One Southwark Bridge, London SE1 9HL

Information regarding the FT-Actuaries World Indices, including details of constituents, is available from:

Mark Zurack or Barbara Mueller
Goldman, Sachs & Co,

85 Wall Street,

New York,

New York 1 0004,

U.S.A.

(212-902-6777).

Symon Bradford,

NatWest Securities Ltd.,

Kintore House,
74-77 Queen Street,

Edinburgh EH2 4NS
(031-225-8525)

THERE HAS been a certain

amount of scepticism in the

UK that long-dated gilt yields -

already at post-war lows -

have much further to fall. But

events in the US on Friday

may have given the sceptics

food for thought

The publication of exception-

ally poor unemployment fig-

ures sent long-bond yields to

historicaliy low levels. As
Treasury dealers mulled the

growing belief that a hesitant

recovery means inflation will

be held at bay, yields sank to

below 6 per cent
Although there is no guaran-

tee that the UK recovery will

mirror that of the US indefi-

nitely, there has been a fairly

strong correlation so ter.

The implication for gilts

dealers of Friday’s news is that

in a year from now, the UK
recovery will be as cautious

and non-inflationary as the US
pick-up is proving to be, some
two years into its recovery.

Such news has to be good for

gilts.

But a glance at the latest

round-up of City forecasts

shows that analysts are far

from agreed on the future
course of inflation. Forecasts

for growth in the retail prices

index for 1994 currently range
from SL5 per cent to as high as

6.5 per cent
The UK government band

market appeared to enter a
consolidation phase last week,

with prices little changed on
the week.
However, given lingering

concerns about the future

course of inflation based on the

short-track record of recent

Improvements, the big ques-

tion for dealers is where will

the market head next. Have
long yields dropped as far as

they can, or do they, as in the

US, have further to go?

On Friday, yields were virtu-

ally unchanged on the week, in

spite of a fairly busy week's

trading.

The yield on the 7?i per cent

Treasury bond maturing in

1998 was 6.31 per cent, com-

pared with 6^30 per cent on the

previous Friday's close. Fur-

ther out, the 15-year 9 per cent

bond yield closed at 7.22 per

cent compared with 7.24 per

cent a week earlier. The yield

on the 8% per cent Treasury
bond maturing 2017 was virtu-

ally unchanged at 7.22 per
cent.

Although the spread of fore-

casts for inflation is wide, most
economists do not expect the

RPL excluding mortgage inter-

est payments, to breach the
upper limit of the govern-
ment's 1 per cent to 4 per cent

target range in 1994. Even
those who were pessimistic at

the beginning of the year are

revising their forecasts down-
wards.

“Earlier this year we were
gloomier about inflation than

we are now.” said Mr Keith
Skeoch, chief economist at

James CapeL “But the rebound

that we were expecting from
food retailers did not happen
and service sector inflation

UK gfffe yteW
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has also come down sharply."

Analysts also appear to be

drawing comfort from the very

apparent commitment of Mr
Eddie George, the new gover-

nor of the Bank of England, to

holding down inflation. Last

week, Mr George told the Secu-

rities and Investment Review
that it was unacceptable to

accept even a little bit of infla-

tion.

“The danger is that it accel-

erates in an uncontrollable

way to become quite a lot of

inflation," he said.

There are even suggestions

that the UK's notorious attach-

ment to inflation is being bro-

ken at a more fundamental
level.

“While the current low level

of inflation is largely a conse-

quence of the recession, a low
infla tion psychology is develop-

ing in the UK and a policy

framework now exists to man-

age it So a low inflation recov-

ery is possible," says Mr Simon

Briscoe, economist at SG Mar-

burg Securities.

Brave words indeed. If so,

gilts may yet go on to perform

as well as their US counter-

parts. However, even those

who are most bullish about

prospects for inflation would

perhaps like to see just a little

bit more evidence that it has

been stifled before another

rally in gilts can take off.

• Money supply figures from

the Bank of England on Friday

showed that overseas enthusi-

asm tor gilts lias been going

from strength to strength.

The Bank sold a record

£1.9bn of gilts to foreign inves-

tors in July, following sales of

£l.ltra in June. The record July

sales came in a month that

saw yields drop by 75 basis

points.

The August M0 figure con-

tained tittle to worry the gilts

market. Narrow money grew

by 5.2 per cent in the year

August, which was slightly

lower than expectations of 5.4

per cent
The figure, which pointed to

a steady recovery In consumer
spending, was anyway inflated

by a big increase in the annual

rate of bankers operational

deposits, which comprises a
small part of M0. These are

more influenced by conditions

in the money markets than by

economic activity.

Emma Tucker
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SEPTEMBER 12-14
tofomercfat Teleshopping '93;

Europe and North America
Working Together
me National Infomercial Marketing

<?MA) »«elher with
Advertlsin8Age International will pr«cni
a conference introducing a«lw North
Aaaarican ond European executives from
Ihereftomerclal, teleshopping and
mariptmg indnanea to discuss the [mure
of teleshopping.

2*5* WJ>«. Lippfa Wolbue
OTL 6305520

CONFERENCES & EXHIBITIONS

LONDON

SEP IEMBER 14
Th© Future of European
Saturates Trading
Major conference » examine ibc issues
»wiflg fiotn ihc integration of European
Securities Market*. Speakers include:
Chairman of the London, Paris,
Amsterdam, Frankfurt and Luxembourg
Slock Exchanges; and senior
representatives form Mercury Asset
Management ami Lombard Oilier.
Ctonuct: ATnor Elgar, Dow JoflcsTebale
Tel: 071 K32 9332 Rue 071 3532791

_ LONDON

SEPTEMBER 13
Critical Technologies for
Europe: The 4th European
Community Framework
Programme for Research and
Development.

Convened by The RllA and prest
(Programme or Policy Research in
Engineering Science and Technology;
Enquiries: RUA Conferences, The Royal

trf Intemaiional Affaire, Chatham
House, 10 Sr James's Square, London
SW1Y did* Tel: 071 957 5700:

Pjcc 071 957 5710

• LONDON

SEPTEMBER 14
UK Cable, Telephony and
Finance
In-depih conference on opportunities,
competitive factors, economics and
[BUteting in the UK cable and telephony
tndusfry. Areas to be covered: Leverage to

finance build, system consolidation,
relearns liberalisation, residential and
business telephony.

Contact: Kagan World Media, Ltd.

Tel: 071-371 8880 Far. 071-371 87 is

LONDON

SEPTEMBER 13/14
Unit Trust Administration
A complete review or Uni! Trust
Administration and Operation including
background Pricing and Dealing.
Distribution. Reporting, Registration and
Certification. Ideal for supervisors, staff
and managers needing a detailed review.
Course repeated regularly.

Contact Investment EducaUoc pk
Tet 061-8339656 FiucOb 1-834 «J50

LONDON

SEPTEMBER 15
European Media &
Communications: Deals and
Finance
A major conference examining the
financial trends and deal structures
fuelling the growth in Europe's media,
entertainment and communications
industries. Covering: Finance across
Europe, public markets. M&A smmorcs,
financing starl-nps and new media
technologies.

Contact: Kagan World Media, Ltd
Tet 071-371 8880
Fix: 071-371 8715

LONDON
SEPTEMBER 13/15
Investment Markets Briefing
Complete briefing on stocfcmarfccts, bond
markets, futures arid options, institutional

and portfolio investment. For IT
executives, acconntnms. solicitors,
trustees and other executives working in

or with securities companies, but lacking

detailed knowledge.

Contact: Investment Education pk:

TO 051-833 9656 FaxriXS 1-834 SOSO

LONDON

SEPTEMBER 15
Foreign Exchange
Provides an excellent and comprehensive
understanding as to bow foreign exchange
markets work, the use and calculations

involved, etc. Course repealed in various

European hxatkms.

Contact Investment Education pic

Tel: 061-833 9656
Fa:c06 1-834 SOSO

LONDON

CONFERENCES

PROGRESS THROUGH PARTNERSHIP

Keyaote speaker:

The RL Hon.
Douglas Hurd,

CBE.MP

A unique one day conference looking at die

current status of Europe's dependent
terrltarles, examining the relationship

between them and their sovereign countries

and Mortifying the opportunities for growth
and development

Chairman:

John Simpson,

CBE, Foreign

Affairs Editor,

BBC

if you do business or have an interest In

territories or countries which are dependent

In any way on European countries, you
should be at this conference.

Wednesday 24
November 1993

Confirmed speakers indude The Hon. Joe
Bossarro, Chief Minister, Gibraltar, The
Hon. Sir John Swann, Premier of Bermuda.
The HI. Hon. Lord Young of Graffham,
Chairman of Cable & Wireless pic. The
Hon. Thomas Jefferson, OBE, Member of

the Executive Council ol the Cayman
Islands, and a Member of the Executive

Counci of the Falkland Islands.

The Queen
Elizabeth II

Conference

Centre

London

H you wodd fika to attend, exhibit or take

advantage of sponsorship opportunities

call: *44 (0)71 488 3719 or write to:

The Dependent Territories Conference,
Priory House, 8 Battersea Park Road,
London SW84BG. Tffe.

^ *

Dependent Territories
Conference

—
1 A\*

FT EXPORTER

Export your conferences

to Europe's Business
Decision Makers!

Launched inJum 1993

FT Exporter has established itself as

Europe's foremost export review.

The second issue will appear on

23th October 1993,

giving you the opportunity to reach

a new relevant marketplace tor your conferences.

SEPTEMBER 17
Marketing & Sponsoring
Minority Sports
A one day practical briefing on what to
look for, what pries to pay and how to
package and build up the venture.
Subjects: right* ownership, aporta and
media, interview techniques and the
Incidence of stlcfliietaWe TV.
Enquiries Sports Solutions,

PO Box 72,

EtdhJngbam TNIQ 7SS

Fax: (London) 07! 490 8788

LONDON

expand youraudience

through the ft exporter.

For further details and advertising rates contact:

Aligmr Prin

Tel: [+44 71] 873 3580

Fax: [+44 71] 873 3008

SEPTEMBER 22
Bonds and Fixed Interest

Markets -An Overview
Provides a coraprebenrive overview of Ibc

major bond and fixed interest markets,

lheir instruments and workings.

Course repeated hi

Guernsey. Luxembourg esc.

Cbnlact: Investment Education pie

TO 061-833 9656

Fax:061-834 8050

LONDON

SEPTEMBER 22
Overseas Property

Seminar
Entsl & Young's afternoon seminar on the

tax considerations of owning and/or

purchasing overseas property. At Ernst A
Young'soffice fat London EC4.

Contact Sue Griffiths

ERNST A YOUNO
Teh 071 93 1 2618

LONDON

SEPTEMBER 23
information Technology for

Utilities

Showing Utilities how lo link IT across all

badness sectaa to improve efficiency sad

performance whilst satisfying staff,

sfcaiTbotdcxs and Customers.

Speakers from: Thames Water,

National Power.

SWEB, Severn Trent.

Manwcb. IBM.,

National Utilities.

Contact

[COMConferences: 0226299072

LONDON

SEPTEMBER 23-26

Tlw Guardian Education &
Jobs Fair

The UK's most definitive careers and

education show including a

comprehensive seminars programme.

Over 140 universities and higher

education colleges wilt be exhibiting and

promoting a huge range of courses at ait

levels

Enquiries Fran Foster

-

Centra Exhibitions

Tel: 021 780 4141

BIRMINGHAM

SEPTEMBER 27-30
FIRE *93

The national conference and exhibition (dr

tin whole fire protection profession.

The Scottish Exhibition A Conference

Centre, Glasgow.

For Free exhibition admission tickets

contact Jane Mateolm-Coe,

FMJ International Publications Ltd.

Tel: (0737) 768611

Rue (0737) 761685

GLASGOW

SEPTEMBER 27
Corporate Actions
A detailed review of Corporate Actions

Including Rights, Scrips, conversions.

Interests and dividend payments, etc.

Essential for all those working with

securities and investments.

Contact: Investment Education pic

Tet 061-833 9656

Fax:061-8348050
LONDON

SEPTEMBER 27
Regulation and Compliance:

The SFA flutes

A complete review of all SFA rules for sU

those responsible, whether Compliance

Officer, or a Director, Banker or Broker

responsible for Regulation and

Compliance adherence. Includes Conduct

of Business, CUent money etc, etc.

Contort: Investment Education pte

Teh 061-833 9656

Fax:061-834 8050

LONDON

SEPTEMBER 27

Working for your Health

CBl/BUPA Conference considers the

benefits and challenges for companies In

taking steps to Improve employee*1 health .

Rt Him Virginia Bouomlcy win outline

the Governments approach to health In the

workplace.

Conner: Nicky Martin

CBI Conferences

Tet 071 379 7400

flue 071 4973546

SEPTEMBER 28/29

Global Custody
A practical overview of the many

operations involved in Global Custody

including Stock Borrowing and Lending.

Essential for all those working with

securities and Investments.

CuntacL Investment Education pic

Td: 061-833 9656 FarOfiL-834 8050

LONDON

OCTOBER 11

Corporation Tax Update
PortiaDd Thistle Hold. Manchester.

Your company pays lax - what do you
know about it? This course is designed for

the non-spcdalbt who requires a working

knowledge of ike main features of UK

SEPTEMBER 20
Pay and Performance 1993/94
First of CBUEraat & Young seminars (12
presentation* throughout UK to follow)

presenting detail* of latest labour market

cods arel development supported by case
riiiitW

Contact: Korea Acton

CBI Conferences

Teh 071 379 7400

Pul 071 497 3646

LONDON

LONDON

SEPTEMBER 28-29

FURNACES S3
BxhirfiiontuuJ Conferences.

The event for thermal processing

specialists.

Sl John's Swallow Hotel, SoUhuH, Were

Midlands. England.

For free exhibition adraisaioa tickets

contact Lorraine Rogers, FMJ

International Pnbttotioni Lid.

TO (0737)768611 Fax; (0737) 761685

SEPTEMBER 29
CROYDON -The Future

Major Conference on economic

dcvdapacnL Ashcroft Theatre, Fairfield

Hath, Croydon. Speakers on transport,

lelecom mnnicatians. urban design

Including: Sir John Harvey-Jones,

Hon Rhiannan Chapman, Smart Upson.

Conference Fee: £65.00

TO: 081-760 5729 Fas 081-760 5653

CROYDON

Contact: Evacua Morris.

QMA MastemtuiscK

Tet 071 9179244 Fas 0715806091

LONDON

SEPTEMBER 24 - OCTOBER 12
Serving the Customer: la

Information Technology a
Bridge or a Barrier.
One day interactive wwblnjn: exploring

the concept of Integrated Customer Care'

and the challenges it presents for
Marketing and Information Technology
Msnagets/Direcron.

Cost: £250.00 + VAT per delegate

Enquiries

Avanti Consultancy Services Lid

TO: 081 947 8660

Flue (HI 947 8478

LONDON

SEPTEMBER 29 & 30
Managing Business Regulation

Effectively

A two-day conference for directors and
senior managers, focussing on risks
associated with various company
compliance Issues and how to manage
them successfully. Chairman: The Rt.

lion. Lord Donaldson of Lymington,
Chairman o( the Financial Law Panel.

CbnMB Patricia Sheldon, Gee Gwferences

Teh 071 5385386 Fax: 071 538 8623

LONDON

OCTOBER 11-13

TRANSFORM -The Systematic

Approach to Managing Change
This new comae, developed by Robert

Gilbreath, world leader la change
management, h aimed 0 EXCCUliVCS who
realise Hut success today is dependent on

having practical methods and techniques

far leading change.

Protuf&MM Chany Management

Teh 081 948 8333 BwOSl 9408293

LONDON

SEPT 29/30 & OCT 1

The Health of Nations 1993
Health of Nations: Demand, Cost A
Efficiency on policy imrf impact on

providers, suppliers and investors. Junes

Watson, Rolf Krebs and Lady Cnmbeikga
address this international conference

sponsored by The Wall Street Journal

Europe, medical, pharmaceutical, health

care bodtea. consultancies and beaks.

Information: Cityforum Lid

Tet 0225-466744

Fax: 0225-442903

EDINBURGH

OCTOBER
Invest bi your evenings
London Business School's long-

estabitshed fioaww evening programmes

for experienced managers and finance

professionals start in October. The
Corporate Finance and Investment

Management programmes require

atlentfaacB on one evening per week and

the Masters Degree in Finance requires

two years of part-time study.

Rir details, rail Janet Dobson

oo 071-262 5050 or fee 071-724 3317
LONDON

OCTOBER 4-5&S-7
Total Quality Management

The Right Wayto ManageC
William E Conway
Bill Conway, the first Western CEO to

implement the Doming philosophy in tho

West, will present his Right Way To
Manage Seminar. People of aD levels can

learn from his knowledge and lam

pbOoeopfay into practice.

Mike GaltimoreA Associates Lid.

TeU (0621 1 858058

Fbx: (0621) 850972

BIRMINGHAM

OCTOBER 4-

NOVEMBER 22

FT -City Course
The objective of the course is to provide

mu understanding of all aspects of the

operations of the City and the (acton that

make it a pre-eminent financial and

trading centre.

Enquiries: Financial Times

Tel: 071-814 9770

Fax: 071-873 3975/3969

LONDON

OCTOBER 5

Business Process

Management
86 Park Lane, Mayfair. London

Update yourself with this radical approach

to flr*wK*ng operational competence and

so improving badness performance.

Conrad: Bvama Morris,

MA Maatefconraes

Tel: 071 917 9244

Fax: 0715806991

LONDON

OCTOBER 5-6

The FrfeghtconnectJon

Conference 8» Exhibition *93

A conference examining transport reforms

and opportunities affecting road A
railfreight movements in Baropc.

Covering combieed transport, road
rfiaygtng

, nOfeatglK privilisation. channel

tunnel development*. Speakers include

Roger Freeman MP, Sir Alistair Morton.

Graeme Dunlop.

Contact: lain Dale,

The Waterfront Partnership.

TO: 071 730 0430

Fax: 07 1 730 0460

MANCHESTER

OCTOBER 6

Tho Rote of tho Company
Secretary
Motuftoucd HMd,
Govern Garden, London

Are you fulfilling your sialnlory

obligations! This course will give yon

practical np-lo-dstc knowledge of csncnl

CDotncc Bvama Monte.

QMA Mastcrcomsns

TO 071 917 9244

Fare 071 580 6991

LONDON

OCTOBER 6/7

Introduction to Options Course

-Pwrt»1&2
Day 1: Basic Terminology. Option

Pficiflfc ftsfiag St Hedging SMegits;

Day 2: Volatility, Advanced Trading

Strategics, PottfoUo Mansgrtimr .

Venue: Cambridge Science Park,

CAMBRIDGE. £345 (1 day only), £595

(both days)

Contact: Kathy Page,

Brady Financial Semmats

Teh (0223) 423250

OCTOBER 11-14

Using interest Rate Derivatives

In Trading and Managing Risk
London Business School Financial

Software's comprehensive seminar, more

than 50ft of which is devoted to practical

small group workshops. Ability to select

the days you would like to attend.

Concicr. Antony Webb

TO 0923 825663

LONDON

SEPT 30 & DEC 17
Benchmaridng - Organisational

Performance & Improvement
A practical one-day seminar/workshop,

lead by the authors of the Financial Tiroes

Business Scries book on Benchmarking.
fhiiiart' Sulli Bendell, Service* Ltd.

TO 0602455285

Fax: 0602817137

BIRMINGHAM & LONDON

OCTOBER 12
Sefflng Your Business to

Management
Scaodic Crown Hotel, Victoria. London

Guidance through all aspects of

management fatty outs, including the

benefits and pitfalls of an MBO approach

to divcsmcin.

Contact; Evanna Morris, CIMA

TO 071-917 9244

Fix: 071 580 6991

LONDON

OCTOBER 13
Banking on Change
International Scenarios for'Banks in ibc

1990i The first of a series of 8 breakfast

presentations, one a month, delivered by

Christopher Johnson, former General

Manager end Chief Economic Adviser.

Lloyds Bank. They are designed for

Senior Benk Management in London.

Contact John Whitley - Lafferty Training

TO 07 1 782 0590

Pax 07! 782 0595

LONDON

OCTOBER 13
Now IIS Trad* Tax& Environ

Regulations: Thalr Impact on
Corporate Profit

From Wash. D.C.. US Trade
Representatives will present the Clinton

Admin's trade A tariff policies; plus a

focus on the new unitary lax lows, it’s

impact on mnltinntional corps and

environmental laws' impact on insurance

and construction. Luncheon speaker:

Frederick Forsyth. The Stanford Bridge

Group, supported by Bank of America A
aA.cc
Contact: Jo Etlis

TO 0279 508702

LONDON

OCTOBER 14
City of London Derivatives

Conference
To be opened by Dr Henry Kaufman this

Cityfwurn conference covets the markets,

their regulation, anutimMpg their benefits

rad controlling tho tMot- Central Banking

and The Centre for (be Study of Finenda!

Innovation, Swisa Bank Corp, Arthur

Andeoen and Freshfieids sponsor.

Information: Mare Lee, Cityforum Ltd

TO 0225-466744 Rut: 0225-442903

LONDON

OCTOBER 14
How To Succeed as a Supplier

This one-day conference will address the

key issues Involved in becoming a

successful supplier indudutg competitive

tendering, contractual terms, quality

standards and debt collection.

Bnqui rice: Director Conferences

TO 071-730 0022

LONDON

OCTOBER 14-15

Buslneas Performance

Measurement: Identifying and
managing the drivers of future

profitability

A major two-day international

management conference on bow and why
organisations are broadening their

performance measurement systems to

include driven of furore value such as

quality, customer service and human
capital

ConbKi: Braioosa t*trfUfl£HC&

Tel: 081-544 1830 Rax: 081-544 9020

LONDON

OCTOBER 18-19
COMEX93
A three track Mobile Communications

International Conference, covering

Cellular for the Mass Market. Mobile

Data Developments, Wireless Local Loop.

Speakers include Jim Norton

RidiocBBtflituticatiofts Agency, Thomas
Wheeler, Cellular Telecommunications

Indratiy Association USA. Ate* Arena,

HoogKcogTekcofflmtinicaUons.

Contact Ridurd Huxley, The Federation

of Communication Services

Tel: 081-7785656

Fate 081-778 8402

LONDON

OCTOBER 18-22
Ntew Cards Strategies for

Banka and Retailors
Michael Bltej, former Chief Executive of

Fraser Financial Sendees and a leading

coamhare to the Cards inthartiy, leads this

exciting programme focusing on recent

developments, particularly with Loyalty

Card* sad Affinity Cards,

Contact John Whitley - Lafferty Training

Tet 071 782 0590 Fax: 071 7820595

LONDON

OCTOBER 1821
Processing and Packaging

Machinery Association:
PPUAShow
An exhibition dedicated entirely to

machinery for those who process and
package food, pharmaceuticals, cosmetics,

chemicals, beverages. DIY goods ate.

Over 400 major manufacturers

exhibiting. MANY NEW MACHINES
ON SHOW.
Tickets bom Bill Lake

Td: 081-681 8226 Fax: 081-681 1641

TELFORD UK

OCTOBER 11 & 12
Managing the Future
The Management Charier Initiative's

(MCI) fifth National Conference will

address the practical Issues facet! by

managers as they fight their way out of

recession, and look at the skills end

qualities that they will need to help their

organisations survive and prosper.

TO 071-872 9000 Fax: 071-872 9099

LIVERPOOL

NOVEMBER 1 & 2
Restructuring and Refinancing

- Emerging from the Recession
Businesses which have survived the

recession must now consider both their

short and long term strategies. This
workshop will equip you with the skills

and information necessary to gain a

competitive advantage in the post

recession market.

For further details contort:

Acquisitions Moalhly

TO 071 823 8740 Fax: 07 1 58 1 4331

LONDON

NOVEMBER 2-3

'Recognition international 93:

Conference and Exhibition
Novotol London, Hammeaniiih

Europe's largest exhibition devoted to

Recognition Technology for Data Entry,

Document Management and Publishing.

Virtual Reality International 94:

Conference and Exhibition, 1-2 February

1994, Novotel London, Hammersmith.
Europe's premier trade event for VR
developers, operators and iovostora.

Further details from Mcckler:
TO +44 71 976 0405

Fax: <44 71 976 0506

LONDON

NOVEMBER 8
Successful Outsourcing: The
Challenge for LT.
This one-day conference is specifically

designed to help senior LT. and business

managers assess the potential value of

outsourcing to their organisations and to

identify the factors that corUribme to the

successful selection nod management of

such ftnaagemesus.

Contort: Business Intelligence

Tet 081-544 1830 Fax: 081-544 9020

LONDON

NOVEMBER 11-12
Hotel Investment and Tourism
Development In Central and
Eastern Europe
Investment opportunities In 13 countries -

and how to finance them. Pins essential

Information oo investment conditions in

each country. The unmissable one-stop

event for established investors and tboso

exploring the market.

Deuetopamit JoutnaJ/Tanche Ross

TO 071 242 1 280 or

TO 0223 315319
Fax; 0223 355679

LONDON

NOVEMBER 14-16

CBI National Conference
Searioos indorfc - UK Economy, Europe,

World Trade, Government/ Industry

partnership. Training and Employment.

Speakers mdnde - Kenneth narfw Jaques

Delon. Michael Heseltiue and John

Smith, rvmjat-f special Events department

CBI TO 071 379 7400 Fat 071 497 3646

HARROGATE

NOVEMBER 15
Auditing the Regulated Sectors
Coping with the New Regainlions. New
sialnlory duties for auditors of alt

businesses regulated by FSA, Building

Societies Act and Friendly Societies Act

mean changes in working practices and

added potential liabilities. CPU 6 hours.

CPE 8 points.

Contact: Lind* McKay, IBC
Tek 071 637 43S3 Fax: 071 S31 3214

LONDON

NOVEMBER 16-17

BPR 03: The 1st annual

conference and exhibition on

Business Process

Reengineering
Two-day conference ont lining the

ffppfHwniips presented by a pigeon

view of yaor business. Senior

representatives from leafing companies in

the US A UK outline bow business re-

engineering has enabled litem to achieve

major improvements in corporate

performance.

Contact Business IntelHgeace

Td: (El-544 1830 fee 081-544 9020

LONDON

NOVEMBER 22 & 23
The Fifth FT Petrochemicals

Conference
The aim of tbia year’s meeting in to

provide a high-level forum to discuss the

challenge! currently facing Ihc

petrochemical industry and examine
developments in key markets.

Empirics: Hnsnctel Tones

Tek 071-8149770 Roc 071-873 3975/3969

LONDON

NOVEMBER 22
The Economics of RaH
Privatisation

The conference will examine the

opportunities and pi trails in passenger

service franchising, the new leasing

market and management of the track

infrastructure.

Enqofafes Ftaanabl Tunes

TW: 071-814 9770 Rbk 071-873 397WJ969

LONDON

OCTOBER 20-21

Know Your Competitors
Competitor Intelligence A Analysis inc

A practical two day acminar/workahop

from the UK's No. I spccialtea. Practical

case exorcises, successful case studies.

Guest speaker who i* head of a major

company's intelligence unit.

Cmnaa: Patricia Domanf
EMP IturtygCDW Service

TO- 071 -497-3065 Fax: 07 1-935-1MO
LONDON

NOVEMBER 29
Money Laundering
How do you prevent the laundering of

finy money • bow do you detect it and to

whom do yon report ir? Serious penalties

for failure. Compliance Surgery offers

chance to have your own questions

answered CFDti hoots.

Contact: Albina Pews, IBC

Tet 071 ©7 4383

Fine 071 631 3214

LONDON

OCTOBER 25

Downsizing FT:Tho
Management Challenge
A one-day management conference

presenting a balanced view of the major

factors to be taken into account when
seriously considering, planning or

implementing a downsizing strategy.

Contact: Business Imcfiigcsx

TO 081-544 1830 Fax: 081-544 9020

LONDON

OCTOBER 25 & 26
Acquiring and Valuing in

Germany
The M&A market in Germany has never

favoured the buyer more than at present.

This course is designed for these wishing

to profit from these developments and
who need to gain the skills to make
wirwRcfij acquisitions id Germany.

For further details contact

Aeqttkilirai
Tel: 071 823 8740 Fix: 071 551 4331

LONDON

NOVEMBER 30
Insider Dealing
Insider Dealing now seriously considered

a criminal offence and increasing

resource* wDl be devoted to the discovery

and punishment of offend ere. You must

have confidence that your existing

compliance procedures are adequate and

up to date.

CPD 5-5 hours.

Contact; Albina Fetcxs, IBC

Tel: 07 1 637 4383 FOx: 071 63 1 3214

LONDON

NOVEMBER 30-
DECEMBER

1

The UK Conference on
Customer Service Management
This conference will lockle the major

issues facing organisations striving for

quality and service excellence. Speakers

include the Chief Executives of DHL,
Digital. KwDcFit, NAP, Directors from

British Gas, Royal MaH, Senior Managers

from Marks ft Spencer, Mercury

Oflnunnpirwirtm

Conact: CSM Conferences

TO (0943) 817993 Rue (09431 817933

LONDON

DECEMBER 2
COMPUTER LITIGATION - How
to Protect Your Merests and

Obtain Redress
A practical and commercial approach to

defending and managing IT caocs and
presenting evidence. Essential for IT
compsnles, departments and lawyers.

CPDShoam.
Contact: Linda McKay, IBC
TO 071 637 4383

Hue 071 63! 3214

LONDON

INTERNATIONAL

SEPTEMBER
International Tax Conferences
Ernst & Young's International Conference

Calendar:

9 September: International Tax ond

insurance, Helsinki

30 September. International Oil and Oas

Tax. Amsterdam

Contact Michelle Beard. Erast ft Young

TO 071 931 2297

HELSINKI/AMSTERDAM

SEPTEMBER 22-24

Intermedia Europe 1993
The third European Conference and
ExhBtitioa on Multimedia and CD-ROM,
takes place In Wiesbaden, Germany.

For more Information, please contact Reed

Exhibition Companies, DfisseJdorf

TO-*49-2U-55628t
Fhx:-+49'2I I-S5623I

WIESBADEN

SEPTEMBER 23 & 24
The 5th Economist
Telecommunications

Conference: Prospects for

Global and Local Competition
This yeti'* event looka at prospects Tor

Global Competition (market/plajcn ft

services/finance ft regulatory barriers!

and Local Loop Competition (casts &
benefits/exteting ft potential players/EC

Nicies.) listen to those already meeting

and anrtuonnting these competitive

pressures. Contact: Fiona Pink, The
EcenomBt Conferences

Tet 071 493 671 1 Fkc 071 409 3296

VIENNA

OCTOBER 8
Getting the Boat out of

Belgium
Executive briefing to help you phut yon
move to the heart of Europe. Includes

legal, financial and marketing irauca, aim
family relocation. Held during the

Breads Welcome Fair - a comprehensive

Introduction to thb truly international

community. British Chamber of

Commerce in Belgium.

TO +32 2 678 4790 Fax: +32 2 CT8 4791

BELGIUM

OCTOBER 14-15

EUROAID *93 Conference

European Community AW for

Development
Aid Programme opportunities for EC
companies (40 billion ECU by 1999) im

Africa, Caribbean. Pacific, Asia, Latin

America, Mediterranean, Central ft

Eastern Europe and CIS.

Contact: Socfefe G2 Berale de

DdvcIoppcmcmSA
TO +32 2 5124636 Fine +322 5124653

BRUSSELS

NOVEMBER 4-5

The Food and Drink Industry

in Central and Eastern Europe:

Latest MarketTrends

and Corporate Developments
Speakers include BBDO Europe, Central

Europe Triad, CPC CRAM, Heinz. Kraft,

MacDonald*, Oelkcr, Pepsicola,

PROMAR and Vrauva.

Contact: Management Centre

Europe, Brussels.

TO 432-2-516.19^7.

Hue 432-2-5 13.7

1

BRUSSELS

NOVEMBER 30-
DECEMBER2
Business in Britain Exhibition

and Conference
A 200 stand exhibition and 75 seminar

conference. A one-stop shop aimed at

tmaineas manager* of companies with np

to £25 million turnover. Provides a forum

for business advisers and managers

planning for and seeking expansion.

Opens oe Budget Day.

Contact: Charles Honor

Td: 081-673 7766

LONDON

OCTOBER
International Tax Conferences
End ft Young's fatmatn—l Conference

Calendar

14 October intenatkmal Tax Planning,

frtnrinn

25 October - International Human
Resources Planning, San Antonio, Texas

28 October - Intenalumal Tax Planning,

Toronto

Contact: MkfaeUe Beard, Ernst&Young

•TO 071 931 2297

LONDON, TEXAS, TORONTO

TO ADVERTISE IN THIS SECTION PLEASE CALL ALISON PRIN ON 071 407 5752

I/

NOVEMBER 5-9

EXPO FOOD 93
Exhibition of food and drink. Reserved for

trade only.

For further information, please contact:

Flera Milano, Largo Doraodossola 1,

20145 Milan, id (+39 2) 49971.

tax (4-39 2) 4997 7170

or in Ihe

UK: OTOAUd, Id 071 486 1951

MILAN

NOVEMBER 5-9

EXPO MARKET 93
Exhibition of equipment, technology and
services for trade companies. Reserved for

trade only.

For furibcT information, please contact:

Fiera Milano, Largo Domodouola 1,

20145 Milan, tel <*39 21 49971.

Tax (+39 2) 4997 7179
or in Ihe

UK: OTSA Ltd, tel 071 486 L95

1

MILAN

NOVEMBER 5-9

EXPO TOUR 93
Exhibition of equipment, technology and
.services for the tourist trade. Reserved fix

trade only.

For further information, please contact:

Fiera Milano, Largo Domudossola I,

20145 Milan, tel (+39 2) 49971.

fax (+39 2) 4997 7179

or in the UK: OTSA Ltd,

tel 071 486 1951

MILAN

NOVEMBER 5-9

EXPO VIP 93
Exhibition of products, equipment and
facilities for high class restaurants.

Reserved for bade only.

For Further iaformatloo. please contact:

Fiera Milano, Largo Domodossola I,

20145 Milan, (d (+39 21 49971,

fax (+39 21 4997 7179 or.

in the UK: OTSA Ltd.

tel 071 486 1951

MILAN

NOVEMBER 15-18

International Service & Quality

Forum
The Euro Disney Resort, Paris

Explore the best practices of winning

organisations from around the world.

Develop quality and service strategies to

help your organisation thrive In today's

changing markets. Network with

managers from around the world.

U.S. Tel: 1-612-340-4744 Fax: i-612-

3404759 Paris: TO 33 (1)42 67 55 22
Ffoc 33 (1)42 67 55 21

PARIS

NOVEMBER 23-27
11th Rich & Mac
Intenutional exhibition of chemistry,

chemical equipment for analysis, research

test and btoteebnoiogy. Reserved tor trade

only.

For further information, please contact:

Flora Milano, Largo Domodosaola I,

20145 Milan, tel (+39 2) 49971,

fax (+39 2) 4997 7179 or,

in the UK: OTSA Ltd, lei 071 486 1951.

MILAN

NOVEMBER 23-27
BIAS 93
International exhibition of automation,

robotics and microelectronics. Reserved

for trade only.

For further information, please contact:

Fiera Miiano. Largo Domodossola I.

20145 Milan, tel (+39 2) 4997

U

fax (+39 2) 4997 7179 or.

In the UK: OTSA Lid, tel 071 486 195 1.

MILAN

NOVEMBER 25 & 26
Global Panel Maastricht
Patterns of a changing world. An
international conference, on new
challenges facing the global business

community. Including plonaiy sessions,

working luncheons and parallel sessions.

The principle issues: Economy Today, A
world of Megacompetiiion, Peace and

Security.

Enquiries: ERC, Vluardiugen

leL- +31-10 234 01 55

fax:+31-10 4604969

MAASTRICHT

NOVEMBER 25-26

International Pharma Marketing

Conference
"Optimising Pharma Product Portfolios in

a Period of Slow Growth". This

irtenwtiona] conference for senior phanna

marketeers focuses on a highly promising

optimisation strategy; product portfolio

optimisation.

Contact: Management Centre Europe,

Brussels. Td: +32-2-5 16. 19J*7

Fax: +32-2-513.7

1

BRUSSELS

NOVEMBER 30

-

DECEMBER 2
ESMA
International Knitwear and Clothing
Exhibition. AuLumnfWInter 94/95
collections for men, women and children.

Reserved for trade only.

For further information, please contact:

Fiera Milano, Largo Domodossola I.

20145 Milan, Tel: (+39 2) 49971 Fax:

(+39 2)4997/7179

or in (be UK: OTSA Ltd,

TO 071-486 1951.

MILAN

DECEMBER 1-3

EC - Korea Electronics

Industries Forum
Dynamic reforms in Korea offering

growing business opportunities for EC
companies - a multi-dimensional

programme organised by the European

Commission and the Electronics

fodnslries Association of Korea (EIAK).

Comprising: Plenary Meeting, Technical

Presentations/Workshops, Bi-Lateral

Meetings, Poster Staminas, Industrial

Visits, Secretariat assistance and more.

Contact BC Secretarial. London

TO (+44 81} 660 7290

Fax: (+44 81)660 7971
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TOKYO - Most Active Stocks
Friday, September 3. 1993
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'

that matter to people doing business every day, in and from Europe.

We cover the latest European, U.S. and international news, and analyse the impli-

cations from a European perspective. In fact you'll find far mote than finance in the FT.

No surprise then, that the Financial Times is read by over four times as many

senior European businessmen and women as any other international newspaper,*

Make sure you’re one of them by getting your own copy of the newspaper

delivered daily to your office. *5cwccebrsi99 I
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490 391 BHFBwifc——477*0
1*25 TOT BilLA BWgar __ 925
1*50 802 Cotanta Konxwn _ 1*80
BOB 42S Cotanta toaanPr 880
327 231 CdRUnuzfienk — 31Bal
243 188 CDnBReftlrtAG_22B
463 337 OUV 424

757 530*0 03tn8otofiHK —747
3S 31420 Oegusu— 364

209*0 140*0 DtatacfteteOGk 135

7S6 620*0 Dtatefie te* — 767*0

U6 $4*0 OkOee-mrtce — 134

BOB 401S0 DateBMdg ^
284 211 DngsnaatH 261

428 339 Dreamer 8k 410*0
403 303 Egg—

—

457

JG5 185 Baiaaicbutr—M
on 6oo fttebtaartritW) 8W
190 165 HMinBria— 192

1.180 B20 HekMiZeai U10
605 BO? HerteJftf 5SZ50
340 25* HMte— 524*0
1.190 S3 Hoflrtrt 1.145

04*0 22910 Hoedwt ~Z74*0
1,038 780 HctananiPli 965
Z22 140 Herbal

tori, te» agtaii*"* _

SS 37.75 "BBtoWMKete _
66.10 SOSO —
101*056.40
17850 132*0 oaOBchePtto __

14020 120 Sam**,—

—

23.70 8.10 FeMarDepnaa
9S 71-70 arara -——
40*0 *3 anttecOtoOm-
108 80*5 Haaemyto
19760 18280 HeteMn
282 178 HriWBakm—
61.80 20*0 teveetota.
72 35*0 hanerDeusto*-
40*0 21.75 OKOUM
7Bj40 54*0 tatBetel DapSets

73*0 49.50 WIMuter
30*0 25.10 ttM-
38*0 37*0 MPBT.

294*0227 gaOriteteeW
368 230 HtaMeWartW
147 9S.70 tUISScb —

—

£23 478 Koteri
574 389 KaoBmf
127 83*0 XHD
8&00 38 Ktodaorwerta -

1

750 582 teenager
j

840 336 IciSitft E

855 691-50 Uidi
'

518 352 Lttaripe-Hrt —
101*0 97 teState -f-rr
147 81 tehemeAVAf
343 251 MAN
297 219 MAN tad
342 231 MBwaen
784 381 Mantem Vot ..

758 388*0 MnedesMd —

.

367*0 285 MUbMadri .

a.480 £585 taarsfiltaadiWi#

198 145 PWA
KnJQ 502 mups Konanm .

655 425 Foocht .

438*0 33810 Praunag
4X550 384 AWE
3SS 303 RWEPrl—
IJ3B 758 imeMeKTO —
307 230 ltaeMIMaf8«U.
226*0 170 BaniteM-
236 201 aountari
1*01 675*0 Scherino
335 287 ScMtaKflUtaBa
696*0 568 damans
870 48S tart
480 390 Strt

222 158*0 Tbysaan —
328 2es Verts

41&30 35B V«t»
268 211S0VEW
385 300 VbndMUs*1

473 320*0 vtag

402 241 VoBswagsi _

—

333*0 210 VdatSWaoen Prf —
794*0 600 WefcPrl
220 181 ZgndariMnpap

5.735 4.160 BanoflCwnm—
4.450 3^80 BanceNUAflrtc .

2,100 1^40 Banco rttera -
5J25 2250 Bancotetano —
88 88 RedegMRBS ~
25*00 13*50 BoVtUR
aSJO 4J7S 3aroa [CtrtWBI
1*30 970 cm
1.740 1.115 CritoroSpa
I.77D 1.255 CeaMrtr .
1*70 870 COAfete
3*85 £362 CredtoRateo
II.700 7*75 Dtert&C —
t*E0 840 EnOism
1*35 tot FanuzzlRn
7*00 8*82 fW
4.140 2*02 BalPlW
3*12 3,171 me—
33*50 20*90 Fondtart

1*31 1*80 Gemini
42*00 36*00 Ganerrt

i

3*40 £251 CHH
19*00 13,400n PllrW 7.100

-

12*60 7*10
5*80 £605
17*5010*00
14495 15^30
890 582
2*00 1*80 Oriran
3*12 £586 nnri&Cb
Utoa 1*76 PbOtaSpa
30*90 18*00 ms
9*90 8.160 Rbnacenta (La)

4800 6.150 SASB4U
3,730 1*19

—
4.651 3.700 SIET
5*00 3*30 SritaA
4,486 £219 Stapetn

1 1*00 8*41 sanPao
11*10 4158 Strt

SIS 380 SNB
1*80 1245 SteBPO _
34.740 30*00 Ton taatour

23*00 74700 To» Franco
10*00 5*80 IHcem—

W
Id m

6820 5470 ABNMmHdteg -GS-TM
03.40 74.40 AEGON R7GCH
99*0 8425 AIMd — 44*0
Wl*0 734*0 AKZO 172
7430 50.60 AMEVMpfteci - 72*0

4410 34*0 Rdimtedteka
<8*0 22*0 HedBojd — -

6440 6490 WwH-lWCte
141 109 Rub dr Bed DpBn
S9*a 38 ocaYMtei —
37*0 1480
8440 43 . —
11650 9470 WteCO
8480 4&G0 flooamco—»

—

11480 96*0 ReBxa
93*0 80 Rvriito

16440 142*0 RaM Outen

4170 29*0 B|lta*tealte-
40 2401 Start NY

nb*
Fta.

44*0
64.00

S2*0
172*0
143.10
20*0
82*0
47*0
10650
184*0
281*0
44*0
70.60
3440
73J0
71*0
3440
3420
44.70

48*0
8410
13881
55
3650
64.70
115
5440
114.40
B3
18420
41*0
33*0
198
13150

125 6850
129 7175

SCAB
SERA
SKFB —1
SribMOtiA 1

SmMdBB— 1

SwoEnattaC-i

490

smrzoaMO

714*0 97

5» 3^

195 136

2JM
744 612
723 581
£925 2*80
1*05 1*00
1*10 810
£250 1.875
810 514
537 370
770 535
180 100
646 465
S37 290
960 485
1.187 1*15
130 57J5
1*60 1.150
3*20 2*30
242 194
1*30 1.110
4870 5*80
5*15 3*30
1*00 1*87
12® 1*80
288 148
3560 2*50
3*10 £780
3270 2.700
1240 620
795 581
498 304
232 14650
T10 510
780 420
1235 845
6GB 622
1269 1*00

SSerSrttBW.-
HeMHotooUtf.

LandriABa Otari

Leu Hold |BO

tetetaalSr-l

1060 7*0
1225 5.80
140 1®
100 79
15450 8475
378 139
100 74.75
4950 40
3450 8.75
60 18
32 25.25
9250 5750
1125 £50
6450 2925
1350 £90
3850 450
S3 3650
8550 6450
61 22
1235 410
115 S3
28 5.75

2950 6*0
14 825
156 462
7250 2425

24
7125 54*0
44.25 38
S&7S 16*5
8 8-20
82 63

47
4550 11
2750 2320
20 1490
85 G7.75
100 71
14Z50 115
84 54
24 17
14750 34*0
SO 372$
2550 1725
410 13650
24 1*0
170 4350
70 24

AEd
AIM Tad)
AnteAm Coal — !

Ante Mn Goto
Ante Am Gold —

:

N IAngfemril
Bartow Rar

Buffets

.

OMGrita
DeBaartCUauT-
OeaaeariGoU _
Pi lemmata

EM Rand Grid -
BandamriGria .

Engen -—-

—

taHUM-
RwtowOwaAr

.

Gcnoor

Hentaondt GrQ
.

HemfiranurCnm .

:

RuaPVd 1mmimi. ;

Smen (CG) Lad „ :

SA Brewers— I

SA Han Amcor —
SauUmnl
Hoar outs—.

—

Tongas KUett —
vow Reels — -
Wemem Areas _ 1

Wustom Deep i

JAPAN
IK

Mgb Lew

1.440 1,190 ~1M0
617
12»
.1200
.1*30
.1*40

675 461 Atotrao Brake tod

1260 950 MHeeanAbbroa
1*50 786 AtoiBeeWC
1250 an AmadaQa —
1*80 1*90 Amos Coo
784 815 AKtoCmudkn.eeo
1280 710 Anrttsu 1.180
633 400 Arid Corp 618
7*80 5*43 Aeywna Trading .7.980
6*3) 3*80 tateaOICeUI. 5.700
1*30 799 AartdBw* 1260
1,290 9B5 Aste Ebewerios . 1.270 709 413 Japm Star TOM’. 610
738 533 AsteCherabal-. 704 1*20 920 Japan Wool .1,180
1i*4C 865 An*IOb»n ___ iTio Z330 L2BD Jusco .£310
536 313 AeartOpdcsa 470
580 381 Astra Core 505
720 482 Ateugl pytan 655 13*00 7.440 KDO 13*00

1.430 960 Kjootho -1J90
*70 6*7 Kate» 330

1,150 741 Banya PBartn— 1,140 1,850 1^18 Kiftan Ptrann — 1*10
1.440 1,120 Bridgestone 1*90 £200 1*18 KandenJ® £780
625 350 Brother tad 540 4S7 3/0 <Z7

732 508 Kareka 850
590 35/ KjnenwfwiCaip *41

3JG0
1*40
636
1*60
3*80
1.140
630
510
1210
1*70
740
3L400
1*80
3.140
£010
1,170
948

040
827
1*80
1,700
£440
1.780
1*00
1*60
735
575
1.480
1,760
547
£150
870
1*10
1,740
1530
<220
730
879

2*70 CSK
905 CsMsFood ..

445 Crime
1270 Canon —
1*40 omte .

325
832 cnteBarti
1550 (MtndaCOrp—
460 CWjndaFtaiM
£280 OetaoStar—
1,160 Quart Pbarm —

.

£190 awgriwBFMW.
1*20 QMTd&Bta-
910

—
598 Cosmo oe

3240
M30
585
1.440
3*00
1*90
580
443
1*90
1*20
700
2*30
1.480

f$2
1*30
912

339
790
1.130
1*30
1,490

DrikMK»0OBk
Data* norm
OaMilnta

347
1,060
1240
340
1*30
eon mti
846

"

1280
812
£050
457
512

oabMnitac—
OriNtaPOlM —

OriMpponlrive

?s

^

Donnrta Japan —
DeMltaSMar.Om Mining Ce

582
557
1.420
1*10
£830
1^10
B20
1*10
640
637
1*60
l*»
462
U
830
1260
1.720
1500
*220
681
678

1,460 1,100 S»ra Corp .

i*so 1*60 su
1280 1*20 EzaM G8eo

.

.1.400’2S.1270

4.440 £950 Fenuc £950
750 448 MrCMrtMhn.889
£560 1*80 FtBBW* :

S88 420 FMIBecWc-
£900 £«0
788

1.180 820 GHMWi
1.440 080 Gen Sc*fte .

740 500 GodoSwaa _
1*00 1*90 tanOw
7HB 380 Gov-Q Qwaeal 6S7
748 582 Gum.

738 487
606 382
970 S22
1.460 BBS
612 430
1*30 678
690 670
5*70 3*00
790 560
938 670
876 S49
£180 1210
980 780
1*70 1*70
1,170 720
714 366
646 460
£340 £140
736 423
918 099
£150 £280
1*40 1230
661 386
£<70 2*10
1.950 1,460

650 310 hmsuBoc
1,920 1270 burtra.

792 481 JEOL 710
2*60£390 1*40 JGCCDre-

535 245 .Iwwitawi
90* 545 JAL
837 500 JsnaUsafcS
1*80 1,130 JswiRadto
549 373 Japan Staal YArta 447
950 670

-

.374

.780

.708
1*80

£480 £200 KanMBtaHW - 2*30
815 369 KansritaM —.540
1*30 1,100 Kao Cup 1220
481 323 KwMtaHHsanrM.420
445 300 MmosaMKaen -424
339 273 Komrtd Sttd -350
BOO BOO MtaBaetenw.800
710 490 Keb>11ritoBI»M-885
1,110 870 Nktarean 1.030
£540 1*56
861 640 KkMltaaiMMv
1*80 1,130 ttrta Brewery—
374 283 KabeStari :

1*30 734 Kota Mart 1

2*50 1.490 Mriatei BacMa _ £100
£790 £160 Kotaryo 2*40
310 "

773
831
708

695 Kortca.
574
S24

Kayo Seta Co — J

KrtrtoC

632 320
1250 990
628 371
£470 1*00
6*80 3*70
814 336
1*20 819
1.180 910
3210 £280

Kutaobw.
Kursray
Klroha Owrrtcel
tana Wter—
Kyoowe .—

—

KyotoS*ya—
KyoGro
KinwaHaMa
Kyuriw B Poww

.

780 648 Lion Carp 723
1.130 740 Long Torm Qerit 1,100

WMHDeat
WadrtKte-

—

NBCMManl—

.

ntaeMMsaa
HtaBrtSrtM—
Htaefii zosen __
KrtattiBeaNr-

HriortuBark —
HotufoiBPwr-
ffcnda Motor
Hancta Panar —

.

Mousa Food bid -
Hoy* Cetp

570 378 H 482
1*00 410 SaraOwned -833
1,130 577 kagana Tauritart . 1,100
1260 706 m 1*90
£RQ £220 tndrt BankJapan 3*50
iS) 2SB torid&CD.— 3S2
2*00 1*10 aaen I*7D
485 XI KhtwreSetagre 425 £100 1*00
560 30B lauiuMakn— .455 1.630
6» 370 Bstej .651 684 MS
«a 71S Brilarn Fodri) _ .820 ftSO 710
5*80 3*40 tteYctado -4,990 657 354

1*80 790
840 520
1*60 1*80
945 337
___ 748
526 398
1.780 1*30
£150 1*40
1*10 095
12« 888
£290 1*90— 485

388
1,150 787
788
930
2*80 1*00

371
311

1*10 820
3*80 £200
1.180 813
634 443
1*90 860
542 345
749 490
S51 370

365
650 621
1,100 843
717 510
082 S23
814 413
470 308
621 638
1*68 836
1,040 1.190
714 385
623 537
464 347
1.400 942
554 771
S83 408
460 331
815 510
980 571
446 315
1*40 no
954 685
1^80 1*60
680 435
1,100 783
3*00 2M0
734 590
2*50 1*00
£420 £160

MaedaCBrp—

.

MrimiMBng .

MridtaCDre

UarudW Food
uanawCbrp -

Meraktit saw _
K-sMaBbrt
NTsMaBWk _
urtetta Kata
MiMaRemg—.

Manta Motor Carp

1*80
729
1.780
537
880
465
1,720
2*80
1*00
1,180

mwsBk.
M-beMGorp—
anwoiiBec-
martGrata

—

MtertGnChea.
iruMHetarM.
WttaHKaari
Write Haartri*
WriteMotaa-
MriteOB
MriMPBpV __
OTMtePatriMt.
MriteBasncs -
ante Rayon
Write sael
write n&»t_ i

MOtei
MBteHribw '

ItaiMgiSo !

Mifaai OdtLlH _4
botsul Psfctwrri _

;

MtteSrio 5

WsriTaaBa t

MMITiSA 1

MOaawBac—.1*90
Wya| ben Writs 806
Wane Sporting .1,100
NxMtoPtanit -£fl«
MarinagabUk „.®o
MartSaw 3290
MmUMaradod £420

WnCemwa.
mnMwi .

isn Mae

900 670

852 668
737 476
1.100 000
573 316
1,110 775
060 681
f*io i*ro
1*70 084

512
6,160 5,1®

4,130 £180
410

Oaten anew nay gsi
Onfa^Bte-Gunf BBS

OkunaCorp 1*aj
woroun-euri .820
gvteuj- 1280
?rroiCorp _

—

1^50
OnodaCenart— 83!
Ono Ptwrm — 6230

. 12=0
OrtaKCQrp 835
°Hx.C°!P 4.100
Osaka Btoa 617

801 Perta Ocean 705
£000 1*10 Pioneer Bee —.2*70
583 3® PraiaMM Pack 545

-831
-707
-3*80

403
B37 SZ7 meat!
£400 1290 Hahoi _
1*80 680 Row ...

422 RWrt fa

Some Stouter ..

te»yoQec«e m
Sapporo Brewb

.

Sacom
SeoaBrt
SributaAw 4SteW -

gtorteyaaone-

;

AnteneBaMto I

amtetaoBta*..
«**» coment

1,400 783
517 354
478 287
1*40 7BS
S7T 236
1.180 831
824 620
1*10 74Q
879 586
1*40 800

fontainoairp-l
jjnotera Beet _ i

rirtonoitaw 4

anAMUHII i

§*—wo Marne. I

SffiET :

^tebanaH8*h i

zssssrzi

JSP TDK Corp 3*90
*» Si

ii
70
SStBUrJ

1,820 Tokyo Dome 5Tokyo Dome
TrityoaPwr

Tokyo Gaga 1

Tokyo Sort i

aspate— i

tWguCar—

i

TokyuCore I

Triqiu Lnd
Tanen Com 1

TappanPrbtang _i
rarer tad I

ToriKoBect 3

348
1.430 1

836 3
1*00 1,170
1*10
2*70 1,1

4,450 £440
£900 1*00
818 386
870 660
2*20 £100
1*30 1280
795 385
1*40 550
7BB 350
1*80 1200
1,390 1*00
733 594
778 555
1.430 834
777 505

7S9
432 310
1.990 1*80
884 440
1*60 1*60
840 410
902 656
5*00 2*00
1.780 1*10
990 340
1*70 745
438 317
878 437
601 360

475 310 USE lads _433
«38 303 UnnaS—ZZlS

1.180 70S Victor fJW) .1*30

1210 850 Wacori 1>2g0

1220 885
975 755
931 487
£580 £220
!*« 1,180
1*10 1*80
1230 BB5
£140 1*70
1220 1270
683 366
mo m
1*80 666
1*20 684
1220 816
701 510
1290 620
1210 720
7B7 525

YamahaCwp-
Ymtrnn Motor .

YananoiKM

2
"2“"W-raatatontataW
VamazMdBMna

YOeuteFbeagfe
ssssgssr-

Yamiiri Land
YosWfcwuHarm
Ywoeoip^,

1240
812
024
£440
1.480
1.100
1*20
£130
1*00
615
BBS
1*20
920
1.120
658
1.150
1*00
710

732 425 7axel Carp |

MU |^D
ItUO 7.16
£31 442
4.10 3
8*7 5*E
14S 0.75
0.72 026

£te
’2 ,10

SS °-3a
Wfl 1A
112 1.68
148 U,
2*5 2jQr
£08 2^
1.44 023
IS 1.40
£70 2IB
1.48 0*8
£50 OLTO

^70
2^0 122
17*2 1328

£22

SgB-yfc Capper

Mwieybw

ST"*--
Cm ~~

a^Atwt,
aarHonHhiy .
wcaGuataiaH
WMMyw
Ctairteo

£t*m BkAiM„
gwater

g£r^“

1^* 01——
?W*«rtaGMd -
«w*StafcBGekl

.

*?**
KkUanaoid
UndLaan '

—

4.40
-8.92
£10
11*0
£56
4.16

£75
123
1220
£24
325
0.71

1150
0*0
1*9
<D5
4*0
1526
£85
£65
10.10
479
3*0
9*0
1.42

0.

40
4*1
125
023
£85
£M
129
£76
2*5
1.03
1*7
£30

1.

K
1*2
a to

£3Bid
16*4
£72

ran

£54 121
7*4 6-15
4.15 1*5
11.74 7*5
£20 2
1036 8.7S
4.10 £83
£78 1.16
£18 2*0
5*5 4*9
1-73 0*5
1*4 0*5
£80 £19
£80 125
7*5 £27
5.10 1.47
1.68 1*5
420 £86
7*0 5.15
3*0 2*4
4.14 £60
6.10 5.08
820 4.15
3*5 2*3
141 0.69
£45 1*3
7*1 5*0
6.11 4.04
7.45 4*5
£97 £»
420 £75
£75 £09
2.96 £60

btaynsNkkten

Nat Asm Bank

—

NewereriMMtog
Hews Core
Wna Network

—

NnmdrfttaSfelon
HrtlBMPBfco _
PacdicDuaop „
Panarohiental _
PlonearW
Placer Pacric—
IWanicBes
NaehkinGoW—
QC1 Resources -
RartaonGeki —
MrnaaAua _
SIBrmrtw
Sritaa
Sm*i(Hw(n
Sonsol GwaOa _
StoddandTat
TNT
Tatoeam Carp NZ
Waaiwiimii .—

.

Wostam Mtamg _
WestfWdlidg
WestSte Treat -

HwaabtaPst
Vtortworttw

£21
7*5
£48
11*2
£99
1020
3*2
2.19
£15
5®
1*0
120
£75
£20
7*3
£90
1*8
£85
7*5
147
£93
aia
725
£55
1*1
322
8*4
5.40
7.10
2*0
4.18
£46
2*4

MHBBSBB

_
1883 Maa

j

3825 27.75 BartcEMAsB —
11*0 8*0 CMiWyPHrte—
28*0 18*0 Cheung Kong—
44 32 QdnaUgM
45 31 CHna Motor
19*0 13.10 Otto Pacific
18 1525 Qron Harhoib —
15 10 DabyFamHod
4 3*5 Euerpo
420 £0J - 'K
2620 14.70
06 54*0
1160 8*0
63 40
10*0 6*5
4*0 £35
24.10 14*0
1&10 1£40
7.70 5.45
‘ 20
20*0
17*0
14*0
1290
550
24*0
17*0
8*0
62
27.40
12*0
£70
2330
36*0
4050
1£40
2*7
12*0
5*5
4*0
4££5
7.15
20L7O
21*0
11*0
t£B0
11*0

15
11.70
9*5
6
425
14*0
1£1Q
*30
41.76
19*0
£75
8.75
16
16*0
36.70
5.85
1*7
7.05

3*7
2*6
28 70
4*0
11.40
15
7*0
11
6*0

HtariUmgDsv-
Hang Seep Bar*

.

HarOourfirtre _
Hanoarawibw „
Hanqaraoo Land

,

HXSCtdnaOaa .
rt&SnurtMd
WAberrt—

_

HK&edrte
WLLtald
MCRraHyATTA
HK Telecom
HopewaBHdga—
HteMson Hipa _
Ryson Dan
JaretasbUMb

Knataon Motor -
Mandann Orient..

NearWortdOey-
Realty Dwa
srn Praps _

iSISWr
^cmtLpw
SuiHungKriGo.
SwkaPScdleA -
9MrePao«ca
TetoBrewtcsst
iMwrlHttdtaoi
WhgOnCP
rilMorM
Vtartdmg

*35
£250
1030
2820
4325
44JS
1620
173M
1**0
323
1GB
2430
82*0
11*0
54
7*5
4*3
2020
14*0
720
37*0
28*0
1720
1430
1£70
5*5
24.10
1£BO
8J»
61*0
28.40
1£5D
£06
13-40
24*0
37*0
1220
£02
12.10
535
3*8
3735
£45
SG*a
20
fi*5
11*0
1120

MALAYSIA

525
1920
16.80
420
338
£3Z
6.95

£*o —

«

*30 HoagLeo
3-55 Malayan
Z-« Mwyaa
1« MU6PU
1.40 PiMeri
£18 Stone D«

»*» jNMri trMb)
Wlft Ptaiae»te»M
*a brttato) artatQM ad

;

nw srtos. ua atomMWddEiNMa
bngkoGA

L
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In the bomb-blasted City of
London, the worst may be
over for reinsurers PAGE II

FINANCIAL TIMES SURVEY

\ =j TTi c
Natural disasters have been
happening more frequently

than in the past PAGE III

New capital is flowing into the
reinsurance industry , writes Rinhar-H

~

Lapper. But as the markets absorb
the cost of a series of recent
largescale disasters, they are under

j
continued pressure to raise premiums
and to iimit the scope of cover

Monday September 6 1993
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Reaping the
whirlwinds
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AS REINSURERS MEET in
Monte Carlo today for their
annnal rendezvous, investors
are showing an almost feverish
interest in their industry.
Yet in spite of the flow of

new capital into the catastro-
phe market in Bermuda and to
a lesser extent in London,
international markets are still

short of capacity, following the
increase in both the number
and scale of catastrophe losses
in recent years.

Bermuda has been the big-

gest beneficiary of the surge in
investor interest, with more
than half a dozen new compa-
nies, specialising in catastro-
phe reinsurance, choosing to

base themselves on the inland

in recent months. The biggest
new venture is a company,
called Partner Reinsurance,
launched a week ago by Swiss
Re, the world's second biggest

< reinsurer, John Head, the US
investor, and other Institu-

tional investors.

The three original sharehold-
ers have invested $255m and
intend to raise a further $500m
from US, European and Japa-
nese equity markets. Mr Wal-
ter Kielholz, a director of Swiss
Re, said the aim of the project

was to “generate as much new
capacity as posable”.

Earlier this summer inves-
tors - ranging from insurers

and reinsurers such as Ameri-
can International Group, Gen-
eral Re and USF & G, brokers
such as Johnson & Higgins and

,

financial houses such as Gold-

man Sachs - announced back-
ing for four separate ventures
with a combined capital of
more than 51bn.
The biggest of these - Tem-

pest Reinsurance - is expected
to have up to $50Gm In capital,
while International Property
Catastrophe Reinsurance Co,
backed by AZG and others, is

capitalised at #J0Qm. In
another move Mid-Ocean, a
venture started by Marsh
McLennan and jp Morgan last

year with capital of 5350m,
raised a further $250m through
an initial public offering in
New York. Separately it
emerged in August that both
SCOR, the French reinsurer,
and Centre Re, now controlled
by Switzerland’s Zurich Insur-
ance, are both considering new
Bermuda-based catastrophe
reinsurance subsidiaries

In London, two US insurance
companies have announced
plans to launch new subsid-
iaries, dedicated to the catas-

trophe reinsurance market,
while Benfield Group, a fast

growing reinsurance broker, is

expected to launch a new rein-

surance company in the
autumn with about £50m in

capital, while Australian inves-

tors are preparing to inject

A$300m into a new Sydney-
based facility.

This influx of capital will

ease capacity shortages but it

is unlikely to be sufficient to

depress rates, which have risen

strongly since 1988 following a
series ef multi-billion pound
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insurance losses. The impact of
hurricane Andrew last year,
which left losses of more than
$15.5bn and was the biggest
ever US catastrophe loss,

underlined the fncr«»a<Hngr scale,

of catastrophes in recent years.

Mr Alan Badanes, who speci-

alises in insurance mergers
and acquisitions with Chase
Manhattan, says that even
after the most recent
announcements in Bermuda,
the amount of new money is

still dwarfed by the volume of

capital which has left the
industry in recent years. “Any
way you look at it there is a
big hole to fflL In terms of raw
supply and demand this means
prices should hold up for the

next few years,” says Mr Bad-
anes.

In London, underwriters and
brokers expect the extra capac-

ity will allow them to stabilise

covers and rates at present lev-

els. They stress that at least as
far as the 1994 renewal season
is concerned most Bermudian

underwriters are following the

rates set by underwriters in

London.
Mr Richard Keeling, under-

writer with Murray Lawrence
syndicate 362, and a leader of
reinsurance business in Lon-
don, says that some buyers of

catastrophe covers, from Aus-
tralia, for example, could even
face rate increases. But he
hopes that increases will be
avoided elsewhere. "With a bit

of luck we can stabilise the

catastrophe product”
Mr Keeling is expecting the

most substantial rate increases

in the market for risk excess

covers, which cover the peak
exposures of a ceding com-
pany. Rates in the risk excess

market vary by as much as 500

per cent “The market has got

to a point where it needs to be

repricing the product”
The "hardening” is likely to

be as pronounced in the pro-

portional market - where rein-

surers assume a set percentage

of exposures in return for the

same percentage of original

premium less a ceding commis-
sion. Europe's biggest reinsur-

ers are still not satisfied that

rates have been increased to

adequate levels. Last year the
withdrawal of Munich Re and
some of its European rivals

from some markets increased

capacity shortages and spurred

farther rate increases.

Munich Re excluded some
catastrophe risks from policies

in the hurricane-prone Carib-

bean, for example, and refused

to cover terrorism in policies

sold to UK insurers, following

the IRA bomb attacks of April

1992. This latter move caused
confusion in the UK industry

and. in spite of the establish-

ment of a new government-
backed reinsurer. Pool Re,
many of the country's busi-

nesses are now not protected
from terrorist incidents.

Dr Fedor Nleihaus, a man-
agement board member at
Munich Re, .says that original

rates .for earthquakes and

storms are still too low in
almost all markets and that

commercial lines business is

still heavily underpriced, hint-

ing that further tightening
could be on the way. “We have
taken the view that we can’t

follow these inadequate origi-

nal rates any longer. We can
only agree a separate reinsur-

ance prica If we cannot get an
adequate price we must reduce
coverage,” he says.

Reinsurers are likely to press

for the introduction of loss par-

ticipation clauses and lower
commissions on proportional

business. Reinsurers could also

insist on new restrictions to

the wordings of proportional

treaties, including caps on
catastrophe exposures.

Caps have been introduced

in most American proportional

treaties over the last 12
months, according to Standard
& Poor’s, the US rating agency.
Dr Nierhaus says Munich Re
intends to press for similar

changes elsewhere and says

that reinsurers will be unable

to give “unlimited cover for

each lass emit”. The company
will “pursue this limitation. It

is a matter of fundamental
importance,” he adds.

Underwriters in London now
expect other European reinsur-

ers to follow suit, a develop-

ment which could leave some
European insurers with prob-

lems. “This is very serious

especially for French and Ger-

man insurers who have no idea

about the size of their expo-

sures,” said a Lloyd’s under-

writer. These companies will

came under more more pres-

sure from their reinsurers to

provide more detailed informa-

tion to their reinsurers detail-

ing their exposures to storm

and other catastrophe risks.

One other implication is that

hard pressed and financially

weak direct insurers may be
unable to use proportional
treaties to bolster their capital.

The proportional market
could also see some other
changes with European under-
writers of liability and motor
business refusing to offer

unlimited cover except where
it is a legal requirement to do
so.

A leading London broker
says that reinsurers success-

fully pushed through these

changes during the Australian

renewal season at the begin-

ning of July, although they
were less successful in the
South African market
Overall, though, current

developments seem likely to

reinforce the recent trend in

the market for reinsurers to

cany a greater proportion of

exposure on thir own books,

rather than syndicating them
widely with dozens of reinsur-

ers sharing a small part of

each contract “The flight to
capital and the flight to quality

wffl continue,” says Mr Bad-
anes. “Rather than 70 different

reinsurers all taking small
lines on one reinsurance con-

tract, there will be fewer but
larger companies and larger

lines.”

Mr Michael Palm, executive
vice-president of Centre Re,

believes “a smaller market
made up of larger players” is

emerging. “Pricing and terms
win be controlled by the large

and well capitalised compa-
nies,” he adds.

Fighting a forest fire in

California in August 1992
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REINSURANCE II

London's outlook is not as bad as it seems, says Richard Lapper

Recovery in the mins
AMID the bomb debris and “To
Let" signs littering Fenchurch
and LeadenhaU Street it is only
too easy to form the impres-

sion that London's insurance

market is in terminal decline.

Indeed in the spring of this

year news of reinsurance com-

pany withdrawals and a con-

tinual stream of disaster and
scandal at the Lloyd's markets

combined to create a mood of

near despair among profession-

als about the fortunes of the

market
Six months later the picture

is a good deal brighter. Rein-

surance rates are still rising,

the weather in the Caribbean
and Europe has - at (east until

the end of August - been kin-

der to reinsurers, and the mar-

ket has been buoyed by higher

than expected investor interest

in new reinsurance ventures
both at Lloyd's and in the com-
pany market.

London's problems began
when a scries of catastrophe

Losses squeezed between the

two European storms of Octo-

ber 1987 and January 1990 hit

London market catastrophe reinsurance

Price hardening, 1989-93 (%) source of rtak

Japan

UK

US

Proportion of exposure
retained by insurer

Some* Hwve/Bcmrmg

the highly specialist market for

retrocessional cover. At a time

when the market was introduc-

ing new technology to speed up
claims payments, the combina-

tion of both the number and
scale of the losses eventually

overwhelmed lead underwrit-
ers backed by Lloyd's agencies

such as Gooda Walker, Feltrim.

Devonshire, Rose Thompson
Young and Bromley.
Syndicates such as 290 and

540/42 made losses in 1989 and
1990 which exceeded their total

capacity by more than 200 per

cent, leaving their Names with

unsustainable losses and a tan-

gle of litigation. Losses at

Gooda Walker’s seven syndi-

cates - three or which were

regarded as leaders in the “spi-

ral” market - are expected to

exceed Elba, about a sixth of
Lloyd's total losses in the last

five years. Even underwriters
such as Mr David King, whose
syndicate 745 was popular
among professionals, has been
driven out of business by the

losses.

The number of syndicates
fell from just over 400 in 1990

to 228 in 1993, with a fall to

fewer than 200 forecast for

1994. Syndicates which had
occupied four of the Lloyd's
building’s trading floors in 1989

were accommodated on only

two floors this year.

London-based reinsurance

companies were hit in less

spectacular fashion but in

some cases the damage was
sufficient to force withdrawals

from the market Mercantile &
General Re, the subsidiary of

the Prudential Corporation,

was so badly affected by claims

from the Piper Alpha oil rig

explosion in July 1988 that it

first markedly reduced its

exposure to general reinsur-

ance business, and then in 1993

announced its decision to con-

centrate on life reinsurance.

A second wave oF losses in

1991 and 1992. culminating in

hurricane Andrew - the OS's
biggest ever catastrophe loss -

damaged a number of compa-
nies specialising in direct rein-

surance, leading earlier this

year to the decision by market
leaders such as English &
American, Norwich Winterthur
fa joint venture backed by Nor-

wich Union, Winterthur and
Chiyoda or Japan) and NRG.
the subsidiary of the Nether-

Europeans foot the bill for the 1980s, writes Trevor Petch

Man-made hurricanes
THE early 1990s have
witnessed the culmination of a
series of adverse trends in

Europe's primary insurance
industry which had their roots

in the dynamic financial mar-
kets and striving for interna-

tional expansion in the mid-
1980s.

In 1985, non-life reinsurers
were publicly expressing anxi-

ety mainly about US liability

business. By L9S7, other con-

cerns were coming more to the

fore. Munich Re, for example,
noted “the far-reaching conse-

quences" of retention of a
greater share of risk both by
commercial insureds and
insurers.

Netherlands Reinsurance
Group (NRG) commented that
the resulting shift of emphasis
towards catastrophe cover
would lead to “increasingly

unbalanced" reinsurance port-

folios and even greater volatil-

ity of results, which could only

be evened out if “an adequate
price is charged".

At the same time, Swiss Re
was observing “the first effects

of the EC 1992 project" in the

shape of intensified competi-
tion, particularly for industrial

risks. This was precisely the
area of business “which has
repeatedly brought unsatisfac-

tory results for years". Munich
Re, meanwhile, had for years

been criticising “structural

deficiencies" in the European
Industrial fire market
By 1988-89. Swiss Re was

expressing concern over possi-

ble accumulations of risk gen-

erated by restructuring of the

primary insurance market, as
well as criticising "blatant"
underpricing in some areas.

The 1990 winter storms In
Europe prompted it to call for

“fair distribution" of catastro-

phe losses between reinsurer,

insurer and policyholder,

Swiss Re Is now addressing

GREIG FESTER

THE INDEPENDENT
REINSURANCE BROKER
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58-60 ST. KATHARINE'S WAY, LONDON El 9LB
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And at Lloyd’s

the twin problems of inade-

quate underlying property
rates and instability in predic-

tion of natural catastrophe
losses. At the end of August, it

announced that it planned to

invest $100m and to take a
leading technical role in Part-

ner Re, a new specialist catas-

trophe reinsurer based in Ber-

muda.
'‘Industrial fire and property

has been extremely bad also on
a per risk basis, especially in

Europe, and especially in
France and Germany," says
general manager Walter Kiel-

holz. whose company is “trying

very hard - 1 can't put it other-

wise - to pressure our clients

into doing something about it”

“We are assisted in this by
the prohibition of cross-sub-

sidising of personal and com-
mercial lines,” he adds. But he
sees a potential danger in the

impending liberalisation of all

European Community markets.

“All our experience of markets
which liberalise indicates that

rates tend not to go up," he
comments.

Reinsurers can either reduce
their support or toughen condi-

tions, but in Mr Kielholz's view
some restructuring of the busi-

ness itself is necessary. For
example, in continental Europe
there has been a tendency not

to encourage industrial clients

to take large deductibles,

which are sometimes so low as

to be “quite ridiculous”. He
attributes this largely to distri-

bution networks focused on
premium volume.

Each part of the business, he
says, must be examined on a
stand-alone basis so that no cli-

ent segment or class of busi-

ness subsidises another. The
problem with a “whole
account” view was that It

made it impossible to set funds
aside for very risky business.

“If the original business can-
not be cured, an unhooking of

the reinsurance terms of trade

LeealW
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from the original terms of

trade is unavoidable he con-

cludes.

“Especially in areas of high
risk, you have to have an abso-

lute level of control,” com-
ments John Dowling, manag-
ing director of Eagle Star Re,

one of few remaining providers

of significant proportional
capacity in London.
Last year, with numbers of

reinsurers withdrawing or
heavily restricting operations,

the bargaining position of
those remaining was strength-

ened, particularly as catastro-

phes had ended the reinsur-

ance spiral in which
participants earned a precari-

ous living by “taking in each
other's laundry".

In August, Cologne Re told

clients that over the next five

years it would cease providing

cover for catastrophe on a pro-

portional basis.

In October, the UK market
was notified by European rein-

surers that cover for damage
from terrorist attack would no
longer be included free in prop-

erty reinsurances. Munich Re,

again, had been warning of the

implications of Increasing
political risk for property
insurance for years.

In Its 1993 annual catastro-

phe review, it stated that wher-
ever there is a risk of large

losses, reinsurers must obtain

in full a margin sufficient to

pay them “irrespective of
whether the original rates

charged by their reinsured cli-

ents provide these margins or

not".

Furthermore, account must
be taken not only of past

losses, but of the risk that

future catastrophe costs may
be higher still.

The same argument applies

to proportional business. With
original prices so low that they

are often barely sufficient to

pay for a medium-sized fire

claim, “reinsurers are in effect

covering major fire losses free

of charge, not to mention natu-

ral catastrophe losses," says
Munich Re management board
member Fedor Nierhaus.

Munich Re will no longer fol-

low inadequate original prices,

and will also set limits on
catastrophe exposure in pro-

portional contracts, which Mr
Nierhaus describes as "a mat-
ter of fundamental Impor-
tance." Such caps have sud-
denly become the rule rather
than the exception in the l/S.

Serge Osouf, president, rein-

surance operations, of the
French SCOR group, says “we
decided to show the market
that enough was enough”.
SCOR's accounts are probably
the most transparent of any
European reinsurer, with
major losses - and any subse-

quent recovery - shown more
quickly than by its competi-

tors.

“We have to replenish and
increase our catastrophe
reserves, and therefore we
need better margins." he says.

SCOR group companies too

will emphasise non-propor-

tional and facultative business,

but will renew proportional on
a selected basis after careful

review of catastrophe accumu-
lations.

“We will co-operate with all

clients who are prepared also

Co share their good results, ” he
adds.

Perhaps the most radical

step, however, was that taken

by NRG- It announced its com-
plete withdrawal from non-life

reinsurance in March afterob-

serving that “the vagaries of

the American tort system ...

exploited by a surfeit of plain-

tiff lawyers make it virtually

impossible to transact liability

business on a profitable basis.

Trevor Petch is editor of the

FT World Insurance Report

Battered but unbowed: City of London developers

_
\ new beginnings in the wake of the IRA bombs (Picture: Trevor Humphries)

lands’ biggest insurance com-
pany, Internationale Neder-
iande Groep, to leave the mar-
ket.

Mr Willem Dikland, chief

executive of NRG, explained

that reinsurance did not offer

“a sufficient return on capital

Catastrophes are getting big-

ger. You cannot get any retro-

cession (reinsurance of reinsur-

ance) protection, and original

rates, especially in France and
Germany, are totally Inade-

quate."

At least a dozen companies,

some of whom such as Chan-
cellor had an extensive
involvement in the reinsurance

and retrocession markets, have

gone into liquidation. More
generally the scale of losses

and obvious volatility of the

market led to the withdrawal
of companies such as Royal Re,

the subsidiary of Royal Insur-

ance.

Moreover, the problems of

many Lloyd’s syndicates and
smaller reinsurance companies
have heightened fears about
reinsurance security. Increas-

ingly brokers have shied away
from placing business with
reinsurers who have less than

£50m in capital

At the same time the greater

preparedness of brokers to

place business directly with
large European companies in

their home offices has also

weakened London's position.

And stung by heavy losses

themselves many European
companies have become much

more concerned to exercise

more direct control over the

business they write.

In a significant development

in June Munich Re announced
that it was downgrading its

London office. A' notice to bro-

kers issued on 30 June said

that the company’s previous

policy in which international

treaty business had been
underwritten in London “had
lead to accumulations which
have to be more tightly and
centrally controlled". In future

international treaties would be
underwritten either in the

London’s troubles began
with the big storms of

October 1987 and
January 1990

Munich home office or in

Munich Re's local subsidiaries

and branches in the respective

markets, it added.

Yet in recent months there

have been initial indications of

a slow recovery in London's
fortunes. Rates for almost all

reinsurance policies have
increased to more adequate
levels, increasing the prospects

ofa return to profitability. The
Lloyd’s business plan, pub-
lished in April, highlighted a
sharp rise in reinsurance rates

between 1988 and 1993 and a
big increase in. the size of

deductibles that buyers are
being forced to accept (see

graph

X

During the summer

there have bean a number of

new investments.

• NAC Re, the eighth largest

US reinsurance company,
injected £5Qm into a London
reinsurance subsidiary in

June, after recruiting Mr
Charles Catt from NWRe to

head up the office.

• Liberty Mutual, a Boston-

based insurer, also announced

in June that it intends to

invest £86m in its London mar-

ket subsidiary. The investment

increased paid-up capital of the

company from £ism to £lOGm.

Liberty had earlier recruited

Mr Dick HazelL the former dep-

uty chairman of Lloyd’s of

London, as the chairman of its

London subsidiary.

• Mr David Holmes, of the

London Insurance and Reinsur-

ance Market Association
(LffiMA), says his organisa-

tion, which represents the Lon-

don reinsurance community,
has received a number of other

inquiries especially from US
companies.

• lh August Eagle Star, the

insurance subsidiary of BAT
Industries, announced it was
converting its London market
division into a fully fledged

marine and reinsurance com-
pany, with a dedicated capital

of £i25m.
• In August it also emerged
that the fienfield Group, a bro-

ker, which specialises in high
level excess of loss market,
was intended to form a new
reinsurance company, with
paid-up capital of some esom.

• There has also been higher

than expected investor interest

among UK and US financial

institutions in the efforts of

Lloyd's of London to attract

corporate capital to its market

At least some of tins capital -

which could amount to £500m £
according to some early indica-

tions - will be channelled into

the reinsurance market
Sentiment was also boosted

in July by the government’s

decision to allow companies to

establish tax free catastrophe

reserves for the first time. The

changes were outlined in con-

sultation document issued by

the Department of Trade and
Industry and the Inland Reve-

nue and published in July.

Even so investor interest in

London is dwarfed by recent

developments in the Bermu-
dian marketplace, where more
than $Lbn in fresh capital was .

pledged in the summer. At m
present underwriters of the

new Bermudian companies are

currently content to under-

write so-called “following’’
lines on policies whose price,

terms and conditions are
decided by “lead" underwriters

in London.
Yet as their confidence

grows the new Bermudian
companies may soon start to

seek to lead business them-
selves, posing a potentially

serious competitive threat The
London market will need to

consolidate its recent recovery

if It is to defend its position

successfully.
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* ' —?nce Andrew was bad but it could have cost a lot more, reports Richard Lapper

The big one that missed Miami
the —

Ds catastrophe TOP 10 US REINSURERS by met dbcmhiuc tter tightness, especially in the
was bad - but it could

wciwouhehs BY NET PREMIUMS property market, was evident

Esirs ?,
ua ™»«. hbSA^rew hit Miami last Aumrt

Florida and Louisiana *»«
toage would have been muS
Pf*®r ‘J

an the $l5.5bn in
loss“ storm actually

5f
U^LFven so the impact <tf

tha hurricane cm the locSrein-
*“**. which cantrib-
$2237bn in catastrophe

tosstt for the year as a whoS
has been stark.

'L^t year’s losses have
•depressed industry profitabil-
ity and put many smaller and
meatnm-gged reinsurers under

Witten in 1092 ($m)
General Reinsurance
Emptoyere Reinsurance
American Reinsurance
Prudential Ra
®on**ttuaon Reinsurance
Swiss Reinsurance
SkflfUfta America Ra
Tranaamertce Re
Transatlantic Re
*Amteh American Re

1,870
1/HO
1,010

704
383
378
372
354
323
323

aanKltaMIF<wnMeQM«

amounted to *4-2bn. During
1990 and 1991 losses stayed at a
high level, amounting to

totter
S” *nd t4 '72bn “f-

many to reduce their i-minlnn. tmmimany to reduce their involve-
-ment in the market and a
decline in capacity, with the
resulting fall in capacity forc-mga sharp increases in prices.
The scale of the hurricane

has also served to htehiighfr a
longer term trend in which
catastrophe losses are becom-
ing bigger and more frequent
Losses from catastrophes rose
steadily during the 1980s with
the annual toll reaching &L3bn
in 1983, t2.8bn in 1985 and
$7.6bn in 1989, when claims
from hurricane Hugo alone

Figures for the first three
months from Property Claims
Services, the body which col-
lates data for the industry,
indicate that the trend is con-
tinuing.

Anticipated claims for the
first quarter amounted to
$2£bn. The hulk of the first

quarter loss was provided by a
large storm which hit 24
southern and eastern states
between 11 and 14 March.
Claims from the World Trade
Center bombing on 26 Febru-
ary amount to more than

$510m_ “The industry has to
accept that the traditional pat-
tern of periods of low loss fre-

quency punctuated by the
occasional bad year is no lon-
ger applicable," commented
the specialist newsletter Catas-
trophe Reinsurance.
Rates have risen sharply.

Reinsurance premiums which
were moving gently upwards
at last year's mid-year renew-
als rose sharply at the end of
the year and have climbed
higher again this year, bring-
ing the US firmly into line with
the hardening market in
Europe and elsewhere.

Increases of rates ranged
from 10 per cent to 100 per cent
on January 1993 renewals. Fur-

property

at mid-year renewals. The
terms and conditions of many
reinsurance policies sold to US
buyers have tightened.

According to Mr Alan Cran-

fleld, reinsurance broker with

Alexander Howden, pro-rata

reinsurance treaties bought by
US companies are now much
more likely to include caps on
the catastrophe exposures that

they cover. Mr Cranfield said

that 90 per cent of such poli-

cies included caps at the the
mid-year renewals, compared
with 70 per cent at the aid of
last year.

Reinsurers are also more
likely to insist that insurers
agree to accept trigger deduct-

ibles, retaining more of their

risks on their own books. This
in turn is prompting many
insurers to reduce the amount
of cover they offer to their own
policyholders, especially in
areas highly exposed to catas-

trophe risks such as coastal
Florida.

In the longer term the trends
seem certain to put many
amaiiar reinsurance companies
under increasing financial
pressure, leading to a further

consolidation in the market

Standard & Poor’s, the US
rating agency, says that 1992

losses drove up the industry’s

combined ratio (expenses plus

claims against premiums) to

118.2 per cent compared with

106.3 per cent in 1991, leading
to a sharp depression in profit-

ability.

In spite of its capital gains of

more than 8870m. the earnings

of the US reinsurance industry
plummeted during 1992. Profit-

ability as measured by return
on revenue dropped 20 percent-

The long-term outlook
Is for greater market

consolidation as smaller
companies come under
tighter financial pressure

age points to 2J38 per cent in
1992 from 12.95 per cent in

1991. The industry’s pre-tax
profits declined by 51 per cent
to $963m compared with $2bn
in 1991, while profits - as mea-
sured by return on equity -

fell by 747 basis points to &34
per cent in 1992. Excluding
realised gains it fell to 0.59 per
cent.

S & P's figures show that the

industry’s better capitalised

reinsurers have fared better

than their weaker rivals, gen-

erally posting better results.

“Simply put. larger well-capi-

talised reinsurers are in a bet-

ter position to withstand such
devastating losses," say
Thomas Walsh and Mary Ann
Gangerai. ofStandard & Poofs.

Financially stronger well

positioned reinsurers have
been able to "cherry pick"

books of business from both

primary companies looking to

leave the reinsurance business

and professional reinsurers

who have lost market share or

status.

The top 10 reinsurers’
increased their market share to

57 per cent in 1992, compared
with 44 per cent in 1985 and 53
per cent in 1991, say S & P. The
top 20 reinsurers are responsi-

ble for more than 75 per cent of

net premiums written. Beyond
the top 20 almost 90 per emit of
premiums are underwritten fay

only 35 companies.
“The consolidation process,

accelerated by the most recent
string of catastrophes. Is expec-

ted to continue as many of the

smaller firms deteriorate finan-

cially due to the less profitable

business written in recent
years," say S & P’s Walsh and
Gangemi.
“These losses will require

further loss reserve strength-

ening which far some will cre-

ate unbearable pressure on an
already fragile capital base,”
the two analysts add.

US catastrophe record 1970-1992

Total insured damage (S baton)m

*

1-1,‘tti.i i i i ii iii ii.ji ii ii
1970

'

' 72 74 79788082849688
Some PtopertyC**"Santa choien of American mn*m*S«vtoM Group

80 82

THE sc^pe and frequency of
claims due to natural catastro-
phes has risen drastically over
recent decades leading to
unprecedented losses for insur-
ers and reinsurers aiiko

The trend was highlighted
by Swiss Re in Sigma, its
monthly review of reinsurance
developments. Its review of
catastrophe and other major
losses in 1992 shows that natu-
ral disasters agatn dominated
the year with a record 130
events resulting in an insured
loss of $2k5bn, up 108 per cent
on the previous year’s figure.

Nor was the long-term com-
parison any healthier. Loss fig-

ures have remained high for

the last four years while aver-
age losses rose alarmingly,
From 1970 to 1981 the

insured loss per catastrophic
event averaged 384m (1992
prices). Between 1982 and 1991,

however, the figure rose
Jl32.8m. Swiss Re concluded
that economic factors were
responsible for only & small
proportion of the losses; GNP
Increased by 85 per cent over

Global warming makes insurers sweat, writes Vannessa Young

Natural disasters multiply
the last 23 years, while insured
losses increased by over 900
per cent
Others factors, mrinding the

settlement and industrialisa-
tion of vulnerable areas and an
Increase in insurance density
were no less important and
may gain further significanm

This applied especially to cli-

matic conditions "since it

appears quite likely that the

loss surge is at least in part
due to rJhnatift change-.”
Sigma says that its statistics

do not tell ns precisely "how or
why mankind aggravates
catastrophe risks or allows
them to become worse.-” but
that they “do dearly indicate

that risks are increasing; they
give us the urgent warning to
examine the causes of these
trends frnd to develop effective

preventive strategies."

Research by Munich Re has
highlighted “already disturb-

ing signs of the worldwide
wanning of the atmosphere".
For example, 1990 was the
wannest year since meteoro-
logical records began, and six

of ihe last 10 years have seen
global temperatures higher
than all previous readings.

Current information, seems
to point to a global rise in tem-
perature of between 1.5 and 4J>

degrees by the end of the next
century. Assuming teat all the
predicted effects of the
man-made greenhouse effect

become reality, just what will

mankind be up against?
Munich Re assumes the follow-

ing I™ of development:
• A warmer atmosphere
would result in a greater

exchange of energy adding to

the momentum of vertical
exchange processes which are
the driving force in the devel-

opment of tropical cyclones,
tornadoes and thunderstorms
resulting in increased fre-

quency strength.

• More severe winter storms
in Europe similar to those in
late January and March 1990

which resulted in an insured

loss of DMl7.3bn are feasible.

• Increased exposure to storm
surges and flooding in low-ly-

ing, densely-populated regions

such as Bangladesh, because of

a 30cm-100cm rise in sea levels

within 100 years.

The jury has still not
reached its verdict on global

wanning. However, most of its

members would probably sup-
port the view expressed by

Swiss Re in its 1990 annual
report that "reinsurers cannot
afford to wait for scientists to

provide evidence of how cli-

matic change will influence
natural events such as storm,
hail and flooding and so ml
Underwriting policy and com-
mitment acceptance must be
adjusted now to possible future

developments.”

But just bow can the Insur-

ance and reinsurance industry

cope with the increased loss

potential of natural catastro-

phes?
Munich Re believes that

industry can either adjust to

the wituafinn or minimise or
prevent the effects and sug-
gests a number of instruments
that the risk community has at

its disposal Including:

• Charging premiums corn-

storm damage bi Florida; a question of frequency

mensurate with risk, which
would mean breaking down
the product into its constituent

parts and oalmlating the risk

premium for each peril that
could impact on an account It

shnnld be kept In wimri that

historical return periods for

these perils may well have
been altered by global
warming. The challenge for

reinsurers is to provide cover

at rates that not only reflect

the past, but to set prices

which anticipate future loss.

% Substantial dwhictfoieg and
insurance participation by the
insured. Munich Re demon-
strates the effectiveness of a
deductible in its study 1990
Winter Storms in Europe, illus-

trating how a deductible of
DM500 on a German home-
owners’ comprehensive policy

would have reduced aggregate
insured losses by 30 per cent

and the number of insured
losses by 40 pr cent.

• Liability limits per loss

event or area with those liabili-

ties rendered transparent by
determining accumulation.
• Limits on cover or exclu-

sions for certain hazards.

• Loss prevention through
policyholder education about
measures which may bring
about a reduction in weather
damage ^laimc

• Optimal loss settlement.

Munich Re maintains that
the effects of climatic changp

need not have a negative
impact as long as the above
disciplines are introduced.
However, clients of insurers
and reinsurers would have to

be aware of environmental
changes to motivate them to

take suitable countermeasures
such as participation in the
United Nations International

Decade of Natural Disaster

Reduction aimed at combating
the increased danger of natural

disasters or ratification of the

World Climate Convention.

Vannessa Young is a staff

writer at the FT World Insur-

ance Report
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AT A time when global

reinsurance capacity

has been contracting at

record speed, in Latin America
and the former Soviet bloc

relaxation of state contra! over

the insurance industry is erod-

ing the domination of national-

ised reinsurers.

Most of Latin America,

including the most attractive

markets, is opening to foreign

direct investment in insurance,

as is central Europe, while
most of eastern Europe has
seen a rapid increase in new
insurers with domestic or joint

venture capital.

For the economies of Latin

America, the 1980s was “The
Lost Decade” afflicted by politi-

cal Instability, high inflation,

capital flight and the burden of

debt service. International
financial institutions are now
prepared to invest once again.

In the north, Mexico will

become even more attractive

with the passage of the North
American Free Trade Agree-

V* 1

,
wfe .

"
... 'v-

KrJ%,

Earthquake victims on two continents: i women at a makeshift morgue (Picture: UPtJ ...and an elderly Georgian survivor of an earthquake which kffled his family and destroyed Ws home and his vttage (WchreAF^

south economic integration is As centralised control is swept away, Latin America and the ex-Soviet bioc become expanding markets, writes Trevor Pgtch
being fostered through Merco- - - - ' “

sur. the planned common mar-
ket linking Argentina, Brazil.

Paraguay and Uruguay.
Mercosur will eventually

introduce freedom of insurance

services, creating indigenous
impetus for the dissolution of

the still-monopolised Brazilian

and Uruguayan reinsurance
markets. Argentina has abol-

ished its state reinsurance
monopoly, as Chile did at the

beginning of the 19S0s.

Other measures of market
deregulation have been imple-

mented in, for example, Colom-
bia and Peru, and also in Bra-

zil, where last month a board

for the first time made up of

Crumbling monoliths offer new opportunities
professional Insurers rather
than purely political nominees
was appointed to the monopoly
IRB. In Venezuela, measures to

open up the market have been
delayed by political instability.

Mr Egbert Wiliam, board
member responsible for the

region at Cologne Re. says that

“As a reinsurer, we now have
many things we could wish for.

We think it represents an
opportunity for us.

n

A measure of the degree of

underlying change is the fact

that only two or three years

ago Cologne Re was consider-

ing withdrawing from the

region, but this December will

establish a new operation in

Buenos Aires to service the

Southern Cone.

At the end of July, Transat-

lantic Reinsurance Co
announced the formation of a
new division in Miami to

underwrite Latin American
business. While the number of

direct insurers operating will

decline, those which remain
will be financially stronger and
technically more sophisticated

and demanding, the divisional

head Javier Vigil says. He adds
that as a new entrant to the

market unburdened by the
effects of past losses, Transat-
lantic aims to be “a premier

player in Latin America”

Chris Clark on liability for injuries caused by delayed-action pollution

Environmental time-bombs
A LOT attention is being paid

to a series of judgments
handed down by the supreme
judicial court in France, the

Caur de Cassation, in Decem-
ber 1990.

In these, the court effectively

outlawed “claims-made" policy

wordings which liability insur-

ers now rely upon to manage
their exposure to claims from
the past
Under a claims-made policy,

the policyholder is covered
only for claims submitted dur-

ing the policy period. Under
earlier “occurrence based" poli-

cies, the cover remained open
into the future for claims aris-

ing from events that occurred
during the policy period, but
whose consequences were dis-

covered years later, such as

asbestos bodily injury, latent

defects in buildings and grad-

ual pollution.

The claims-made form, as

similar policy wordings based

on manifestation or discovery

of harm, allow insurers and
reinsurers much more control

over the size of outstanding lia-

bilities at the end of each
underwriting year.

In 1990, the French court
ruled, on the grounds of con-
sumer protection, that such
policy restrictions imposed an
unfair burden on the insured
and that, regardless of the
wordings Included in an insur-

ance contract, the policy
holder would be entitled to

cover on the basis of the origi-

nal act causing the harm ("fait

tfetierateur"), which insurers
see as an even wider trigger

than occurrence wordings.

Initially. French insurers
thought that the ruling was
confined to a narrow class of
business relating to the con-

struction industry, but the

court seems determined to

apply its decision to all liabil-

ity Insurance. To add to these

worries, similar developments
have since occurred in Bel-

gium and Spain, the first under
an article in a non-marine
insurance contract law passed
in June 1992, and the second
following Spanish supreme
court judgments in 1991 and
1992 concerning medical liabil-

ity policies. In each case,

claims-made policy wordings
were deemed unfairly restric-

tive on the policyholder.

Because of past experience
with long-tail liabilities, most
insurers today are unwilling to

write liability insurance on an
occurrence or similar basis.

They simply do not know how
to set realistic premiums for

such wide exposure to unpre-

dictable risks. These rulings

therefore pose a fundamental
threat.

There are some signs that
regulatory authorities in Bel-

BaUantyne McKean & Sullivan Ltd

are pleased to announce the formation of:

BMS Re Ltd.

Specialising in ailforms ofInternational and
London Market Treaty Reinsurance business.

glum and Spain recognise that

something needs to be done to

stop liability insurance drying
up altogether In their coun-
tries, but both insurers and
reinsurers remain extremely
concerned about the French
position, according to Mathias
Schubert of Cologne Re.

Everyone is hoping that
French legislators will do
something to correct the situa-

tion. If they do not, there is a
real danger of leading insurers

and reinsurers pulling out of
the French liability market,
although at present insurers

are continuing to write claims-

made policies on the under-
standing that policyholders

Supreme Court rulings

hi France are having a
profound impact

will not attempt to enforce the

supreme court judgment
Juerg Spuehler oE Swiss Re

believes that much of the diffi-

culty here is based on misun-
derstanding of the claims-made
principle. Far from penalising

the insured, he argues, claims-

made wordings simply move
claims to a different policy,

which is in feet a more favour-

able one for the policyholder.

Claims that, on an occur-
rence basis, would have had to

he attached to old policies,

written many years in the past,

under claims-made now trigger

today's policy, which is likely

to have much higher policy

limits and is less likely to have
been partially exhausted by
previous claims for general lia-

bility or product liability

losses.

The insured therefore bene-

fits, rather than suffers, under
the claims-made form and Mr
Spuehler feels that it is essen-

tial that insurers and reinsur-

ers take the time to clarify this

with regulators and others who
feil to appreciate it

Apart from this issue, envi-

ronmental liability continues
to worry almost everyone, in

two forms: the overhang of

exposure to claims from past

pollution and the development
of an effective insurance mar-
ket for the future. On the his-

toric backlog of pollution inci-

dents, those who wrote general

public liability policies over
the last 30 years or so are to

some extent holding their

breath.

As governments progres-

sively insist that such pollu-

tion is cleaned up, often to

expensive standards, the par-

ties responsible for clean up
are digging out their old liabil-

ity Insurance policies to see if

they offer any cover, with a
growing community of insur-

ance “archaeology" companies
on hand to help them.
So far. most of this has been

taking place in North America,
where US environmental regu-

lation imposes strict, joint and
several, and effectively retroac-

tive liability for problems like

contaminated land and ground-
water. Under a tidal wave of

multi-million dollar claims, US
courts separately in each state

have a queue of legal cases out-

standing in which insurance
companies are attempting to

resist claims for gradual, or
intentional, pollution.

European policies have yet

to come under this pressure,

largely because policyholders
have not yet had to pay out

much on environmental clean

up. Some policyholder lawyers

believe that, as environmental
regulations tighten, past policy

wordings in Europe will be just

as vulnerable to claims as their

US counterparts. Other people
foresee greater difficulties for

policyholders here, because
European courts tend to reach

more restrictive judgments on
commercial law.

With this past experience,
many insurers want to have as
little as possible to do with
future environmental liability.

From 1986, all pollution risks

have been excluded from gen-

eral liability policies in the US,
while in Europe the partial,

“sudden and accidental” exclu-

sions have mostly been intro-

duced more recently.

For wider cover, insurance
market pools in France, the
Netherlands, Italy and Den-
mark, and individual insurers
elsewhere are offering speci-

alised environmental impair- i

meat and other pollution liabil-

ity policies (loosely known as
1

EIL), which use claims-made ,

wordings and require detailed
site Inspections before cover is i

offered.

Chris Clarke is editor of FT I

Environmental Liability
|

Report
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beyond the year 2000.

It is not a reinsurer's Eldor-

ado, however. A prime concern
is catastrophe exposure, partic-

ularly in the north which is

subject both to earthquake and
windstorm. In August last

year, Cologne Re advised its

clients that it would cease pro-

viding catastrophe rover on a
proportional basis by 1997. “A
non-proportional basis is the

only reasonable way to rein-

sure catastrophes.” Mr Wiliam
comments.
Mr Georg Daschner. deputy

executive manager with
responsibility for the region at

leading provider Munich Re.

expresses similar concerns
regarding catastrophe expo-

sure and points out that dere-

gulation does not bring auto-

matic benefits.

In Chile, when tariffs were
freed along with the abolition

of the reinsurance monopoly,
“many reinsurers only saw the

fantastic statistics, thought the
market must be sound, and
offered high levels of capacity

and commissions.'’ he recalls.

As competition, premium lev-

els plummeted and fear of com-
petition delayed the required

underwriting adjustments.

Reinsurance market condi-

tions are not conducive to an
exact repetition of that sce-

nario, but Mr Daschner warns

that the freeing of tariffs and
controls on. policy conditions

has also led to a collapse in

original premium levels in Col-

ombia and Mexico, for exam-
ple.

The inadequacy of property

insurance rates becomes par-

ticularly apparent, he adds,

when the portion to cover
earthquake is removed. “We
need to separate this price

out,” be emphasises, so that a

Easing of state control

is eroding the power of

nationalised reinsurers

premium commensurate with
the risk can be obtained by
reinsurers.

For the next renewals.
Munich Re will demand addi-

tional measures to be taken to

limit further accumulated lia-

bilities from natural perils and
to increase the respective rein-

surance prices. The company
will maintain its close blit Cau-

tious relationship with the
region, working together with

those companies which it

believes can underwrite on a
proper technical basts and are

interested in a long-term link,

Mr Daschner says.

Eastern European state
insurers always placed sub-

stantial volumes of marine and
aviation business, as well as

hard currency property risks,

in the international market. In

much of both regions, there is

a shortage of experienced

underwriting staff, the former

because insurers were few. the

latter because they were many
hut effectively insulated from

technical decisions by set tar-

iffs and compulsory cessions.

In the past, developing insur-

ance markets with a shortage

of local capital such as eastern

Europe have been able to rely

upon proportional reinsurance

support, now In short supply

while non-proportional cover is

expensive.

Subsidiaries of major west-

ern insurers or joint ventures
- Allianz. Generali, AIG and
Alte Leipziger are among the

most active - can rely on their

parents and their existing rela-

tionships with leading reinsur-

ers. Others buy such protec-

tion as they can afford and run
the remainder on a net basis.

In Poland, which has a compar-
atively large number of small

insurers, co-insurance is devel-

oping. and a new local rein-

surer is being formed by mar-
ket leader PZU, which is

awaiting privatisation.

The problem of reinsurance
is greatest in the former USSR.
Russia has well over 1.000 new

insurers, most of them already

licensed, who are nowadays
trying to cover their rouble

reinsurance requirements on

the local market. Ingosstrakh,

the former Soviet hard cur-

rency insurer, provides some,

as do the now emerging new
local reinsurance companies
ail over the country.

Cologne Re (which also owns
10 per cent of the largest Rus-

sian privately-owned insurer.

ASKO), and Munich Re also do

so selectively, although both

are more active in providing

the markets of the former
USSR with scarce hard cur-

rency reinsurance.

An area in which reinsur-

ance support has had impor-

tant local impact is in cover for

motorists abroad. Uniquely in

Europe, states of the former
USSR (with the exception of

Estonia) have no motor liabil-

ity insurance legislation, and
have been unable to join the

Green Card system.

French market leader UAP
reinsures Green Cards under-

written by PZU which are mar-
keted by the state insurers of

Russia, the Ukraine and Bela-

rus, as well as by private sec-

tor Insurers in Estonia. Last

month UAP and its partners,

together with Polish broker
Grupa Polska, opened a motor
claims bureau in Warsaw.
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WHILE demand for financial
insurance is on the increase
there Is also greater regS%oo^m over how it is being

Lloyd’s is currently attempt-
nrto lustai its old year
^anilities m a specially created

StfT00- The exercise is
ii»e that of some financial rein-
surance products, aiming to

.
stabilise the effect on current
trading and capital manage-
ment of a past book of long-tail
business while making fun use
of the tone value of money.
The financial reinsurance Jar-
gon for this is obtaining “sur-
plus relief".

At the same time, the Seri-
ous Ptaud Office is examining
toe use by syndicates formerly
managed by the Gooda Walker
agency of Time & Distance pol-
icies (T&Ds), under which a
predetermined set of payments
exceeds premium paid. For-
mally accepted in toe UK as a
reinsurance policy, T&Ds are
pure funding instruments
whose main function, accord-
ing to the Institute of Actu-
aries, “is to avoid admitting
that reserves have been dis-
counted”.
The Inland Revenue permits

T&D premiums as a tax deduc-
tion, but also insists that credit
be taken for the full value of
toe policy immediately, creat-
ing an apparent (but taxable)
current year profit
The Inland Revenue has

been suspicious of Lloyd’s
fanris flowing offshore for over
a decade since it put a stop to
“rollovers”, reinsurance poli-
cies on which one year’s pre-
mium was the previous year's
profit commission. This
enabled tax free funds to be
built up offshore.

This is also the main aim of
financial reinsurance, accord-
ing to an Inland Revenue/De-
partment of Trade & Industry
(DTI) discussion paper on
equalisation reserves published
last month, this tone achieved
by “somewhat artificial trans-

actions to exploit loopholes in
the accounting conventions”.
Prudential concerns like

those concerning T&Ds are
also apparent assets are trans-

ferred beyond local jurisdic-

The tax man cometh
tom, and there is a risk of dis-
tortion in insurers' financial
statements.

At its simplest, financial (or
"mute risk") reinsurance is aT&D with timing risk. Loss
Portfolio Transfers (LPTs)
enable an insurer to book a
current credit- while reinsuring
a block of old business. For the
reinsurer, they are almost risk-
free, and they can be struc-
tured to operate much like a
rollover. LPTs may be useful in
managing the run-off of a dis-
continued account, but were
also a popular method for US
insurers to obtain “surplus
relief, causing regulatory con-
cern that a precarious financial
position was being disguised.
Prospective Aggregate Cov-

ers (PACs) are similar, but
apply to business yet to be
written. These and the more

Low risk deals should
be accounted for by

"economic substance”

sophisticated spread loss con-
tracts are intended to provide
continuity of cover at a prede-
termined price. A further
development is experience
funded accounts, where toe
reinsured has access to an
agreed credit as well as the
current balance in the “experi-
ence account” which records
the progress of the contract
Spread loss and experience

funded contracts have become
increasingly common in Lon-
don, creating legitimate con-
cerns by regulators about off

balance sheet underwriting
losses.

In April 1991, the DTI
reminded UK insurers that toe
Association of British Insurers

Statement of Recommended
Practice indicated that reinsur-

ance deals where risk transfer

was not significant should be
accounted according to “eco-

nomic substance”.

The Accounting Standards
Board is considering a regula-

tion which would strengthen
this requirement (similar to

the rule in Australia), an
apparent death sentence for

toe T&D and transactions

aimed at "surplus relief”, and
with potential implications for
more sophisticated covers. UK
insurers must also record nega-
tive experience account bal-

ances as liabilities in their 1992
returns.

The EC Insurance Accounts
Directive may help to clarify

some of these issues by outlaw-

ing implicit discounting,
requiring separate identifica-
tion of reinsurance, assets nnH
liabilities to be stated gross,
and limitation of provisions to

a “necessary” level.

US prudential concerns are
identical to those in Europe. At
toe end of 1992, the Financial
Accounting Standards Board
(FASB) released FASB stan-
dard 113, addressing transfer of
risk among other reinsurance
issues. This required liabilities

to be stated gross, reinsurance
recoverables to be treated as
assets, reinsurance transac-
tions of which the substance is

not provision of an indemnity
(based on considerations such
as risk transfer and the rein-

surer's risk of loss) to be
accounted as a deposit, and
enforced separate accounting
of provisions for the prospec-
tive and retrospective elements
of hybrid covers.

Most importantly, it forbade
Immediate recognition of a
gain or loss from any retro-

spective contract, which must
now be spread over the term of
the policy. More recently,
FASB, through its Emerging
Issues Task Force (E1TF),
issued new accounting rules

affecting “multiple-year retro-

spectively rated reinsurance
contracts". These require
ceding companies to record
experience account balances
on such contracts as assets or
(when negative) liabilities.

The EITF acted in response
to concern by the Securities

and Exchange Commission
(SEC) that following Hurri-

canes Andrew and Iraki, insur-

ers may have placed under-
writing losses off balance sheet
by not recording negative expe-

rience account balances in

so-called funded catastrophe
covers.

One company which has
restated its 1992 results to take

account of the task force's

recommendations is Phoenix
Re, which had a funded catas-

trophe cover with USF&G. As a
result, its 1992 operating Loss

increased from $50,000 to

$3.68m, and its net premium
income fell by 10.9 per cent to

$4&4m.
The EITF conclusions elimi-

nate many of the GAAP advan
tages of funding property
catastrophe losses through
multi-year contracts," says Mr
Dan Marren, president and
chief executive officer of Com-
mercial Risk Re-Insurance Co,

the financial reinsurance sub-

sidiary of French reinsurer
SCOR. “For property catastro-

phes, the incurred event
becomes known and losses are
paid quickly, so there is no
avoiding the asset or liability

issue," he adds.

Specialist financial

reinsurers are seeking
new kinds of business

However, Mr Marren
believes that multi-year
arrangements continue to be
attractive for long-tail casualty
business, for which losses are
accrued on an incurred but not
reported (IBNR) basis and
there is considerable uncer-
tainty in the estimates. Accord-
ing to Mr Marren. “for casualty
lines, shared risk programmes
provide an effective means to

protect against adverse loss

development while allowing
companies to benefit from
favourable development”.
Funded catastrophe covers,

however, have been written
less by specialist financial rein-

surers than by traditional rein-

surers seeking new kinds of

business. Three years ago, Ms
Maralyn Fichte, now vice pres-

ident, insurance derivatives, at

Banker's Trust, criticised “the

bandwagon of funded catastro-

phe reinsurance”. While buy-

ers might use it on an opportu-
nistic basis, adoption by
reinsurers of credit risk, some-
times with automatic reinstate-

ments doubling the exposure,

“could lead to a disaster." she
suggested.

Brokers are being pushed in new directions, says Lee Coppack

To advise and to guide
THE reinsurance broker is

becoming less a clearing house
for capital and capacity and
more a professional adviser

active in the development of

the market.
Clients demand more evi-

dence of the broker's value
than a promise to improve on
the rates, though the ability to

find capacity at a reasonable

price remains important.

In a market where capacity

is tight and solvency is a key

issue, the broker can provide a
real service to the ceding

insurer and also to the rein-

surer who is looking for catas-

trophe protection of its book.

Those who do not are likely to

find their business dwindling

in toe Dace of competitive pres-

sure.

Brokers compete with rein-

surers for business. Ceding
insurers do not have to use a

broker; traditionally the profes-

sional reinsurance companies,

mainly based in continental

Europe, have written most of

timir business directly. One of

the main reasons has been

their close relationship with

their domestic, direct insur-

ance market.
Dieter Losse, chairman and

chief executive of the respected

Hifematinwal reinsurance bro-

ker Greig Fester, said: “The

serious brokers are all clear

that they can only justify their

position in the chain if they

are genuinely adding value."

In territories, such as the

UK.'which are broker markets,

the reinsurers have been

happy to take business from

brokers with the proviso that

the broker must not block the

relationship between the direct

insurer and the reinsurer.

Reinsurers are increasingly

insisting on knowing just what

risks they are taking. Cedants

have to submit to scrutiny dr

they find themselves short of

reinsurance, according to

European insurance analyst

Tim Dawson at Lehman
Brothers in London. “The
flight to quality works both
ways. Reinsurers can pick and
choose from which insurers
they want to accept business."

Michael White, deputy chair-

man of international reinsur-

ance at Willis Coitooq, also

says that over the last two or
three years brokers have had
to spend far more time on
renewal analysing the business

and objectives of the cedant
and discussing the best
approaches to the business.

Clients and potential clients

demand more evidence of the

broker’s value than a promise

based international reinsur-

ance broker, the Benfield
Group. Since 1988, Greig Fes-

ter's turnover has risen from
£16.3m to £4Z9m at the end of

1992. Benfield, which is an
excess of loss specialist, nearly

tripled its turnover between
1990 and June 1992 with a rise

from £13.8m to £39An.
Benfield. under Its chairman

Matthew Harding, plays an
active role in developing the
excess of loss market since the

demise of the notorious LMX,
or London market spiral For
example, it insists that the
ceding insurer takes a co-insur-

ance of at least 10 perent of

Clients are now demanding a lot more of brokers

than merely to obtain better rates

to Improve on the rates.

One way that brokers have
been enhancing their value to

cedants has been through the

development of research and
analytical tools to help them
understand the implications of

what they have been writing in

terms of catastrophe expo-

sures, the geographical spread

of their book in terms of per-

ceived natural hazards.

Explained Dieter Losse: “The
broker is in a unique position

to help the insurer understand

the nature of their exposures

from the reinsurance perspec-

tive, particularly in a hard

market, and advise on a range

of options."

In addition to preparing and
placing programmes, brokers

may handle claims and help

prepare documentation in

response to the reinsurers’

requirements for increased

information. They also monitor
the solvency of reinsurers and

reinsurance markets.

The need for specialist skills

is increasing reflected in the

results of firms such as Greig

Fester and another London

any programme. In this way,
Matthew Harding believes, the

direct insurer retains an inter-

est in keeping claims down,
which in turn pleases the rein-

surer and promotes a good,

long term relationship.

And against the trend of bro-

kers distancing themselves
from underwriting activities.

Benfield has now announced
that, subject to approval from
toe Department of Trade and
Industry, It mil set up a UK
based excess of loss reinsurer.

The new company will have
fully paid up capital of £50m
(575m) and is intended to begin

underwriting effect from Janu-

ary 1, 1994-

No other details have yet

been released, but It seems
almost certain that the co-in-

surance principle that Benfield

applies to its brokered pro-

grammes will be a fundamen-

tal part of the new company’s

underwriting policy.

Direct insurers also look to

their reinsurance brokers to

help in analysing security, par-

ticularly in a hard market

when they may not be able to

get all the capacity they want
from their traditional sources,

reinsurers.

Solvency is a considerable
worry, following the collapse of

once important London market
firms and problems in the
Scandinavian market. New
capital has been coming into

the reinsurance market, but its

willingness to provide continu-

ity is untested.

Faced with an insolvent rein-

surer, the broker not only has
an unhappy client, for whom
finding replacement cover may
be difficult in a hard market,

but it also faces an administra-

tive headache. The London
market system of “net account-

ing", which is highly conve-

nient when all the parties are
solvent, is a source of major
problems for the broker if one
of them fails.

Leading insolvency counsel
Gabriel Moss QC explains that

typically the broker acts as a
“dealing house" for payments
between insurers and reinsur-

ers.

However, in an insolvency,

only the principals to the con-

tract, the insurer and rein-

surer, are permitted to set-off

the amounts they have out-

standing with each other. The
broker's standing effectively

vanishes.

Increased expectations from
clients coupled with competi-

tion for scarce reinsurance
capacity is putting pressure on
the skills of brokers and fur-

ther rationalisation is likely in

the London market Although
there is no register of reinsur-

ance brokers as such, the fall

in the number of Lloyd's bro-

kers to 218 with 42 resignations
and only five admissions last

year is likely to indicate the

trend. Those who can offer the

expertise will play an essential

role maintaining the reinsur-

ance market
Lee Coppack is an insurance

writer and analyst
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Profile: how Centre Re acquired its dynamic reputation

Unorthodox duo’s initiative
CENTRE RE has grown apace

In 1993. The initial public offer-

ing in the US in the spring and
the new plans to launch a new
catastrophe reinsurer in Ber-

muda in the summer have
underlined its reputation as
one of the world’s most
dynamic reinsurance compa-
nies.

The Bermuda-based com-
pany, controlled by Zurich
Insurance, has shown an
impressive record of growth
and profitability since its

launch from scratch in 1988.

Premium income has increased

from just S2K8m in 1989 to an
estimated Sl.lbn in 1992. Prof-

its amounted to $65.9m in 1992,

a 37 per cent increase com-
pared with 1991, and represent-

ing a return on equity of 12.7

per cent, and by mld-1993 the

combined assets of the group
amounted to S4^bn.
Since Its iniHai capitalisation

of 5250m in 1988, assets have
risen on average by 63 per cent
a year. But it is not just the

speed and scale of growth that
marks off Centre Re from
many of its competitors.
The company's founders -

Mr Stephen Gluckstern, the
chairman of Centre Re Hold-

ings, and Michael Palm
, the

executive vice-president who
heads up the Bermuda
operations - are both in their

early 40s and had had rto expe-
rience In the reinsurance
industry before launching Cen-
tre Re. Indeed their back-
grounds are even more unor-
thodox that that. Both men
have liberal arts backgrounds
- Palm did araripmir research
in English Literature, specialis-

ing in the work of the Ameri-
can poet Wallace Stevens,
while Gluckstern is an educa-
tionalist who researched pre-

school influences on the ability

of children to learn.

They met for the first time -

in 1976 - teaching lftigiish in

pre-revolutionary Iran. Ten
years later - after business

school and beginning banking
careers - the two teamed up
again, at the Philadelphia
offices of Berkshire Hathaway,
the US investment group led

by Warren Buffet

Influenced by the climate of

innovation in US finance dur-

ing the 1980s, they saw reinsur-

ance as an underdeveloped
part of the finanrial markets
ripe for new ideas. “We wanted

Michael Palm: a background in

English literature

to take a more heavily finan-

cial approach to insurance,"

explains Palm. "This was a sec-

tor with very substantial cash
Dows which ought to have the
same kind of stability and
product sophistication as is

found in other financial ser-

vices."

“We wanted to focus on sta-

bility and long-term relation-

ships instead of cyclicality and
ups and downs in pricing.”

says Palm. The two men
thought the answer lay to

Stephan Qtactatewc a researcher

into ctdd learning processes

began by specialising in what
Palm calls “retrospective"
financial reinsurance deals
covering what is known as
“timing” and "interest rate

risks" - the possibility that
claims may emerge faster than
expected on a book of liability

business, or that trends in

interest rates may reduce the

value of funds available to

meet known claims.

Palm and Gluckstern decided

to locate in Bermuda because
the territory's regulators allow

The two founders, both still in their 40s, first met
while teaching English in pre-revolutionary Iran

some extent in a new kind of

reinsurance contract. “We
wanted to find an intersection

between highly leveraged and
highly risk exposed business
and what bad been called
financial reinsurance - closer

to a hanking or Binding deal
than a traditional reinsurance
contract,” he adds. “We
wanted to take a multi-year

approach to insurance costs,

taking volatility out of year to

year deals.”

The result was what Palm
admits was seen as a very
ambitious effort to raise $250m
to support a new reinsurer.

Backing came from Kemper
Re. a US reinsurer, Marsh
McLennan, the world's biggest

insurance broker, JP Morgan,
toe merchant bank, and. In

particular. Zurich Insurance,
which has subsequently
become a majority share-
holder.

Launched in 1988. Centre Re

its insurers to count future

investment income as part of
its fronds to meet claims, essen-

tially permitting companies to

discount their reserves.

“The US regulatory environ-

ment introduces many ineffi-

ciencies,” explains Balm “OUT
goal to concentrate on the eco-

nomics Of a transaction not to

do business when they didn't

make sense.” The regulatory
framework also helped Centre
Re contain its costs. “We don’t

need to get authorisation for

each separate line of business

which we underwrite. We can
move more quickly than our
competitors," he explains.

Over the past five years the

nature of business has
changed, with the group begin-

ning to concentrate on more
typical reinsurance risks. In
1992 only 10 per cent of rein-

surance contracts underwrit-
ten by Centre Re are now “ret-

rospective", compared with 100

per cent In 1988. The trend will

be accentuated by changes in

US accounting rules in early

1993, which remove some of
the advantages for ceding
insurers of using financial

reinsurance deals. Meanwhile,
Centre Re’s commitment to
compete in more orthodox mar-
kets has been underlined by a

decision to start a new catas-

trophe reinsurance company.
Even so, despite the changed

focus, several aspects of the
company's strategy and style

are likely to remain distinctive.

The way that Centre Re analy-

ses risks and underwrites its

policies marks it off from some
companies in the industry, for

example. Its staff of just over
100 includesat least 30 actu-
aries, who are adept at using
mathematical models to assess
risk. Barely concealing his con-

tempt for some of the under-
writing practices of the Lloyd's
market in the late 1980s, Palm
says: “We don’t believe in sub-
jective underwriting where you
guess what the range is in
which losses might fall”

He insists that toe company
is conservative in its analysis

and pricing of risks. “The his-

tory of toe industry shows that

the successful people have
taken a very conservative
view. Things tend to turn out
worse." By underwriting in

this fashion Centre Re is able

to assume more risk on its own
books and therefore has more
influence in the marketplace.
You don’t want to be a fol-

lower. It tends to underwrite
“lines” or shares of individual
risks of at least 50 per cent.

Centre Re also tends to

favour longer-term relation-
ships with its clients with con-

tracts stretching on average
for between three and five

years. In 1992 the company
underwrote just 175 contracts,

each of which had an average
reinsurance premium of $25m.
These factors tend to mean
that retention rates are higher

and costs are lower.

Above all Palm remains con-

fident and observes that the
reinsurance industry as a
whole seems to be following in

Centre Re’s footsteps, with bet-

ter pricing and terms in the

market increasingly controlled

by the industry's financially

stronger companies.

Richard Lapper
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Life becomes more complex, says Norma Cohen

Aware of the risks

REINSURANCE VI

Bermuda is the world’s fastest growing offshore centre, writes Richard Lappgr

Magnetic island in the sun
LIFE reinsurance has
traditionally been the low-risk,

low-margin end of the business
tacked on to a much larger and
more profitable general rein-

surance capacity.

But staggering losses in
some business classes, includ-

ing usually safe areas such as

home and auto reinsurance,
are causing a re-think about
the merits of life cover for the

reinsurance business.

Mr Roger Sansome. director

Of long-term business at Mer-
cantile and General, a subsid-

iary of Prudential pic and the
UK's largest life reinsurance
underwriter, said that 10 years
ago only a third of M&G’s busi-

ness was life reinsurance. Now,
life reinsurance is two-thirds of

the total and that could go as

high as 75 per cent.

“If you get the market right,

you should be able to make a
better profit out of the non-life

business because it’s more vol-

atile. The life business is less

so and the profits are lower."

But because risks are fairly

predictable in pure life cover,

reinsurers are able to estimate
the Incidence ol Future claims

and to price products appropri-

ately.

Indeed, the great shudder
which ran through the life

reinsurance industry in the

late 1980s, when the Aids virus

first posed a threat to existing

actuarial calculations, has now
proved to be somewhat over-

blown. The incidence of Aids
among Britain's insured popu-
lation has turned out to be at
the lowest end of estimates
prepared by the Institute of
Actuaries and both premium
rates and reinsurance rates

have eased in the past year.

Mr Wayne Daniel, product
development actuary at M&G.
said that at his company the

premium rate to guarantee a

£50,000 sum assured for a 30

year-old man nearly doubled in

three years to reflect the
Increased risk of Aids. In
August 1987. that man would
have had to pay monthly pre-

miums of £7.30 but by April

1990 that had risen to £14.55.

But the lower than expected
rate of Aids has pushed pre-

mium rates down to £12JO in
April 1993 and there may be
scope for further premium
reductions.

However, pure life cover, the
core of the business, is increas-

ingly taking a back seat to the

higher risk but potentially

more lucrative market of "liv-

ing risks". "We think the

growth is in all the areas

where people can claim while

they are still alive,” Mr San-

some said, noting that the pace

of expansion in these types of

policies now outstrips that of

straight death cover.

That view is echoed by Mr
Jonathan Ludbrooke, assistant

general manager at Munich
Reinsurance which holds

roughly 25 per cent of the OK’s

life reinsurance market “For

years the reinsurers have been
banging the drum and saying

to the life insurers that protec-

tion products are the way to

go. How, the direct insurers

are getting the message,” he
said.

The greatest growth areas
for life reinsurers are critical

trtiyws policies, private medical

The initial shudder about
the rapid spread of Aids

has proved exaggerated

insurance coverage and
long-term care policies for the

elderly.

“The state would like to

withdraw from provision of

benefits and the insurers for

the most part are happy to

take up the role,” Mr Lud-
brooke said.

But selling these products to

a wide portion of the popula-

tion remains problematic.
“Long term care in particular

is a hard sell," Mr Sansome
said.

MWe did some market
research and found the
demand was there until the

price was mentioned.”
The challenge for the life

underwriters and their reinsur-

ers is to find a way to convince
the public to buy an expensive
product that they still believe

is a luxury and not a necessity.

"What is needed are tax
breaks and there are no tax
breaks although the industry
is working on it," Mr Lud-
brooke said.

For the reinsurers, one big
difficulty remains assessing
risk and setting premiums.
Since so many life offices rely

on the reinsurers to set the
rates for them, the reinsurers

are now In the position of hav-
ing to conduct sufficient

research to enable them to

price products appropriately.

“There is almost no data on
which to base your premiums,”
Mr Ludbrooke said. The exist-

ing information on, say, Criti-

cal illness experience, covers

the general population at large

and is often too old or too lim-

ited to be of much use. There

are substantial statistical vari-

ations in life expectancy and
healthiness between non-in-

sureds - who tend to be the
unemployed and less well-off -

and the insured population.

Reinsurers believe that one
of the best things which could
happen to non-death cover is

that some of the nation's larg-

est employers begin bolting on
to their pension plans options

for that sort of provision. That
would give reinsurers the nec-

essary data base to help them
consider likely loss experience
and get the public acquainted
with the merits of products
such as critical care cover.

Mr Ludbrooke suggests that

leading schemes might wish to

offer their members an option
of receiving a lower rate of
pension while they are healthy
with a guarantee of critical

care cover if they become ilL

The willingness of pension
schemes to be more creative in

their benefit offers would cre-

ate a pool by which underwrit-
ers could Judge loss experience.

A 70 year-old seeking,say, a
critical care or PHI policy, is a

difficult customer. Although
the potential policyholder may
have been subject to a full

medical examination, insurers

do not know how to assess the

findings. “Is what the doctors
have found comparable to i

what is normal in a 70-year
old?" Mr Sansome said. “We
don't know because we don't

know what is comparable in a
70 year-old."

Meanwhile, the data so far

suggest that if anything, rein-

surers and direct insurers are
underpricing their Permanent
Health Insurance products as

well as their long-term and
critical illness care products.
"We have wanted to raise our
PHI rates," Mr Sansome said,

noting that stiff competition
was preventing M&G, the mar-
ket leader in reinsuring that

product, from doing so. “it's

not a market where you can
dictate prices because there
are other competitors."

BERMUDA, borne of some of

the world's fastest growing
and innovative reinsurance
companies, has benefited from
a flood of new interest this

year.

More than half a dozen new
reinsurance initiatives have
been launched, bringing more
than SIbn in Crash capital to

the Island and consolidating

its reputation as the world's
biggest offshore insurance and
reinsurance centre.

UntO this year Bermuda was
known as a centre for captive

insurers and more recently for

highly specialised reinsurers
which offer high-level liability

covers.

Centre Re, the biggest of
Bermuda’s reinsurance compa-
nies with assets of SSSbn, has
pioneered so-called finite risk
transactions, while ACE and
XL insure large - mainly US -

corporations against legal
awards.
In June, American Interna-

tional Group, one of the
world's biggest insurers,
reinforced this trend by spon-
soring the formation of a new
excess liability company, Starr
Excess Liability Insurance.
Other backers include General
Re, Munich Re, Primamerica
and Aon Corporation.

However, most attention has
focused recently on the catas-

trophe reinsurance market,
with Bermuda hosting a num-
ber of significant new initia-

tives by North American
insurers and financiers.
Attracted by the recent
strength In reinsurance rates

and prospect of attractive prof-

its, Marsh McLennan, the
world's biggest insurance bro-

ker, and JP Morgan, the US
batik, sponsored the formation
last autumn of Mid-Ocean, a
new 3350m reinsurance com-
pany.
The company began under-

writing In January and in the
summer announced plans to
go public in the US with an
initial public offering expected
to raise nearly $250m.

In the last six months five

similar ventures have been
formed:
• American International
Group announced it was set-

ting up a property catastrophe

reinsurer. International Prop-
erty Catastrophe Reinsurance
Co, which aims to provide
excess of loss treaty reinsur-

Bermuda's fashionable resort of Tucker's Town: an kfyffie place for handling offshore financial matters
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cent stake in the 5300m com- Net Insurance premiums written in 1992 (S

parry which will also under-
write retrocesslonal business Re

for other reinsurers and also ££%
can lnt8maltoflal

JJJJ
some non-catastrophe busi- ACE ^4
Tless- OIL 187.6
• Investors including General mm ocean Ra i3on
Re, the biggest US reinsurance Mutual Ksk Management 8Z2
company, and AXG have raised Hadcfington Insmanca 744)

S500m to support Tempest sSSSk t5

Reinsurance, which is expec- " '
1

" 11 1

ted to begin underwriting in
October. earning more than 60 per cent insurers and brokers o
• Goldman Sadis, the securi- of an expected SlQOm a year in to insure and reinsun
ties house, and Johnson & ffig- premiums from the US market, risks.

gins, the Insurance broker, are • Centre Re itself has formed They tend to conduct
organising another company, a Bermuda-based shell com- number of high-value t

party, Centre Cat which will tions, transferring huge

Bermuda has recently

hosted a series of new • Separately, General Re is dollar premiums.
North American initiatives opening a wholly-owned Already there are sig

on catastrophe underwriting management the amount of fresh cai

roinei company, to help meet grow- Bermuda is having an
reinsurance

ing demand for back office ser- on rates and terms and
vices on the island. tions on Internationa

Global Capital Reinsurance, Two obvious attractions are Rets. One prominent I

which is expected to have Bermuda’s tax regime (compa- underwriter estimate
some S300m in capital. Inves- nies pay no income or corpora- capacity for leading US
tors include Underwriters Re tion tax and can build up tax- has risen from around
Holdings Corporation. free reserves allowing them to per event to 5150m pel

• Investors including War- build up much stronger finan- in recent months,
burg, Pincus Investors, Gen- cial strength to meet large So far, however, then
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Partners and USF&G, the US Bermudian companies are share at the expense of

insurance company, are rais- able to avoid the very high lished marketplaces :

ing 5240m to invest in Reuais- so-called “frictional" costs, North America and E
sauce Reinsurance. It plans to which are typical of a market either by offering cheap
underwrite property and - such as Loudon - In which cies or better security
short-tail casualty insurance, dozens

. of relatively small Ocean, the most active 1

earning more than 60 per cent
of an expected SlQOm. a year hr

premiums from the US market
• Centre Re itself has formed
a Bermuda-based shell com-
pany, Centre Cat which will

also underwrite catastrophe
reinsurance.

• Separately, General Re is

opening a wholly-owned
underwriting management
company, to help meet grow-
ing demand for luck office ser-

vices on the island.

Two obvious attractions are
Bermuda’s tax regime (compa-
nies pay no income or corpora-

tion tax and can build up tax-

free reserves allowing them to

build up much stronger finan-

cial strength to meet large
scale claims) and its benign
regulatory environment
Bermudian companies are

able to avoid the very high
so-called “frictional" costs,

which are typical of a market
- such as London - in which
dozens of relatively small

insurers and brokers combine
to Insure and reinsure large

risks.

They tend to conduct a small

number of high-value transac-

tions, transferring huge blocks

of risk on to their own books
in exchange for multi-million

dollar premiums.
Already there are signs that

the amount of fresh capital in

Bermuda is having an impact
on rates and terms and condi-

tions on International mar-
kets. One prominent London
underwriter estimates that
capacity for leading US buyers
has risen from around 5120m
per event to 5150m per event
in recent months.
So far, however, there is lit-

tle sign that Bermudian under-
writers are winning market
share at the expense of estab-

lished marketplaces in the
North America and Europe,
either by offering cheaper poli-

cies or better security. Mid-
Ocean. the most active Bermu-

dian catastrophe reinsurer at

present, generally underwrites

portions Of reinsurance pro-

grammes, in which prices and

conditions are set by so-called

“lead" underwriters In

Lloyd’s.

The new companies look set

to follow suit. Mr James Stan-

ard, chief executive of Renais-

sance, says: “Much of onr busi-

ness will be participations on
..

catastrophe programmes led ^
by recognised lead underwrit-

ers.”

Although there is concern

among some US reinsurance

buyers about the quality of

security to the London market

and particularly at Lloyd’s,
• other buyers - especially from

Europe and South Africa - are

equally sceptical about the

durability of Bermudian com-

panies and are particularly

mindful of the problems expe-

rienced by many Bermudian
companies in the mid-1950s.

Industry leaders such as Mr
Michael Butt, the chief execu-

tive of Mid-Ocean, insist that

the Bermudian market “com-

plements” rather than com- „
petes with London. Indeed in

some other ways the Bermu-

dian market has recently pro-

vided direct support For

Lloyd’s underwriters. Under-
writers Capital (Merrett),

another new Bermudian com-

pany, was formed with the

specific purpose of providing

quota share reinsurance to the

syndicates of the Merrett
Group, tor example.
Centre Re agreed at the end

of last year to back a
multi-million pound reinsur-

ance scheme, which will allow

Lloyd’s Names to obtain stop-

loss, err personal, reinsurance.

And Centre Re also provides A.
dozens of financial reinsur-

**

ance policies - called “time
and distance" policies - which
allow Lloyd's syndicates to

manage their reserves more
flexibly.

However, as the Bermudian
market develops and the confi-

dence of buyers increases,

local Bermudian underwriters

may begin to seek to lead busi-

ness.

One prominent London
underwriter predicts this
could happen in the 1995
renewal season. “Customers
are already using Bermuda as

a stick to beat us over the
head,” he says.

Catastrophe losses, shortage of capacity,

insolvencies; each adding to the growing

number of challenges faced by the reinsur-

ance industry in an increasingly volatile and

turbulent market place.

Thankfully there is one thing you can

rely on - KPMG, a worldwide firm offering a

range of services from strategic reviews to

detailed implementation across many special-

isms. including financial consultancy, tax

planning and human resources.

In the EC alone our client list includes
more than a quarter of the top 100 insurers
and reinsurers.

KPMG has just the expert you need, be it

actuary, tax specialist, management consul-
tant or accountant with the relevant expertise
and experience to help you find practical
solutions in your market place.

For further information about our services
in Europe or indeed worldwide, please contact
Alistair Johnston in London on 44 71 236 8000.
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FOREIGN EXCHANGE AND MONEY MARKETS

Pressure on dollar
POUND SPOT - FORWARD AGAINST THE POUND

-e>! AFim tost week-8 poorer than
expected payroll figure the
focus of many participants In
foreign exchange markets will
again be on the dollar/D-Mark
exchange rate, writes James

' '

'vi'tr i.

Although there Is little In
the way of US data over the
next few days, Friday's payroll
figure is likely to cast a
shadow over the dollar over
the next few weeks. It tends to
he seen as an Important indica-
tor of the data In the forthcom-
ing month.

UR daring bank base lending
S per cent

Iron Januam 2B. lag

With the August figure turning
out to be a drop of 83,000 on
the month compared to
expectations of a rise of
144,000, the scope for
continuing disappointment in
the IRS economic recovery may
be high.

Expectations of a cut in
official German interest rates
at Thursday's council mp«.Hng
of the Bundesbank could
be disappointed.
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Germany has bottomed out
may also stay the
Bundesbank's hand.
This may also be the week 3T

DOLLAR SPOT - FORWARD AGAINST THE DOLLAR
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strong downside. According to
some analysts, fund managers
would have to shed 10 per cent
of their dollar holdings to get a
neutral position.
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Ctoaa Wl '‘piw.

Sop 121-10 121-15 120-06 12038
Dec 119-31 120-04 110-28 118-30
Mar 118-23 118-28 117-25 117-23
3m t17-20 117-23 116-28 116-20
Sep 116-10 116-24 115-28 115-21

Dec 110-01 116-02 115-16 115-06
Mir 115-10 116-16 115-10 114-16

Jim 114-21 114-21 114-21 113-28
Sap 114-02 114-02 113-20 118-10
Dec 113-18 113-18 113-18 112-26

ILS. TREASURY BUS OHM)
Sim potote of 100%

JAPANESE YBI fttHQ
Y12Xra $ per Y10Q

NEWYORK
4pm

due3 Low Pnw.
Sep 0.9577 0X440 0X442
DOC (Loser 0X598 0X490 0X453
MV 0X006 0X570 0X475 0X474
Jun 0X626 • • 0X490

Brokerkm rate

.

Fernands.
FedJunds « buenenHorv.

Treasury Bffla and Bonds

One month 2.82 Three year..
TWo month 197 Rve year

6 Three month 3.00 Seven year_
S Six mouth 3.12 10-year

211 One year 335 30-year—

.432
-4*84
-.4.88

.530

Two year

.

3.71

-534

uansew MARKM
DM125,000 S per DM

OOM
07^-

Pnw.
Sep 07X8 87.02 97X1
Dec 96.99 97X1 98.91 96X9
Mar 96.89 96.90 96X0 96.78
Jun 90.74 ’ ' 98.HI

BRmSH pousd ta)
Sapet £

Ckua HUl
1X3M

Low Prnv.

Sep 1.5274 1-^990 1X012
1.5178 1X220 1.4020 1.4914

Mai 1X100 1.5150 1.4050 1.4844

swiss Fiutiic (reran

SFr 125,000 $ per SY
Mgh Prov.

Sep 0.7013 0.7020 0X881 a6914
Dec 0X989 0X996 0X360 0.6801
tar 0X973 0.6880 0X875 0X877

dose HUl
0.B17B

Low Pin*.

Sep 0.6167 09060 0X061
Doc 0X116 0X1 25 0X005 0X031
Mar 0.6079 OXOB7 0X990 0X994
Jun 0X050 0.6039 OBOOI 0X966

1HBE-M0M1H EURODOLLAR (DW)
Sira points ol 100%

Sep 3 OvendgM Ora
Monte

Vm
Months

Three
Mantes

Six

Montes
Lombard

Frankfurt. 6.75-6X5 6.75-8X5 6X0-6.75 6.45-6X5 625-6X0 7.75
Paris . . 7*3-7

A

7.55-7X5 - 725-7X5 - 6.75
Zrelch - - • - -

riroatofldam. 6X2-6.88 6X8-6.63 - 6X7-6.45 - -

- - _ - -

MSan .. 9>Z-9H 9V9,1

*• - 9A-94a - -

Bnreaess 1V1412 - 12-I2»a - -

OutXn 6VX+, BVM B*z-e*a 6V6>2 "

BASE LENDING RATES
%

Adam & ConfMfiy 6
ADod Trust Bank - 6
AC Baft 6

•Henry Anefaecher..— 8

B&CMonfiantBBnkw 13

Bark of Baroda 6

Banco BMaoVsEqe.- 8

Bank ofCyprus 8
Bonk of bdand

6

Bankaflnda 6
SarftofScottBid 6
Barclays Bark 6
BrftBkrdhtelEasl 6

•aownSHptoy 8
CL Bank Nederland 3
CUbankNA 8
C8y Merchants Bank _..6

Oydestde Bar* 6
Tho Cooperefh* Baft _6
CoultaSCo.-. B
QwH Lyomoh ... 8

%
Cyprus Poptiar Bar* —6
DuicanLawria -6
EquaoriaJ Bankptc—

6

ExetsrBankLirated—

7

Financial & Gan Bar* -.7

•Robert Homing & Co _6
Gkobarft 6

•Gutrmess Mahon _6
Hatdb BankAG Zurich -6
1 landuos Bank _fl

Haaabto&GenlnvBk. 6

•HI Samuel..- .8

C-Haare&Co —6
Hongkong & Shanghai. 6

Jufan Hodge Bank.—. 8
•Leopold Joseph & Sons 6

Lloyds Bank 6
UeghraJ Bar* Ltd - 6

McDormel Dourfas Bk. 6
MdandBarft 6
Mount Banking 6

%
NatWaatminalar 6
Nykredt Mortgage Brk &5

maaBrotnre - 8

*RoKhugha Bank Ud... 8
*flnaetnheoaOori)
Royal Bk at Scotland _6

•Gmdh A Wftnsn Secs . 6

Standard Chartered .... 6

TSB 6
•Untod Bk of Kuvraii

6

UnityTrua Bar* Pic... 8
WesternTrust .8
Whaaamy LaMavr 8
Wknbiedon& Sth West.7

Yoricshn Bank 8

• Members ol British

Merchant Banking &
Securities Houses
Association
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.
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S.1S us
mz
930

627 IM 134
EPS 30D UK
1X3 137 1X4
SOI 5.10
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US 384
663 153
225 1X0

Sop
dose
96X2
98X9

High
96X3
96X0

Low
98.77
96X0

PrW.
95.76
oexr

Mar 96X9 96.60 98.48 96.48
96X1 96.42 9BJ2B 96X6
96.19 96.19 96X2 98.02

Dec 95.79 95X1 85.64 95X3
Mar 96.71 96.72 95X5 95X6
Jun 95X0 95X0 95X4 95X4

STOCK INDICES

LONDON MONET RATES
Sep 3

STANDARD I, POORS 900 INDEX
$500 antes Index

Sop
Dec

Close High Low Prow.

461.60 462.55 460.10 461.15
462.45 483.50 461-00 462X5
483JS 464.30 462.00 46600
484.36 46&30 468X0 46600

(l&t
Company Dcpoatto
Finance House
Treasury E . „
Bank Bn (ten)

fine Trade BBs (Bjijj—
r COa

PBajUWLPWA SE os wnows
£31.280 (cento per «)

SDR Ltoked DefL Oder _
SDR Ltakad Dap. BM—
ECU Urikad Dep. BW—

Owmdobt
7 days One stx Ons
notiea Monte Mantes llonlhs Yssr

Bh
4 IS a m

5S
- sQ S+.

Sh 5H a n 54.

8 ft - - - -

2
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s
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a ft
5U
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2X5 2X7 3L04 121
- - «4 4A 4ft

-
ft
7»a

a
6B

4

ft

Sep
3

Sop
2

Sep
1

Aug
31

Aug
27

Aug
28 High

1993
Low

Since Compilation
High Low

FT-S6100 3057

X

3072.6 3085.1 3100.0 aioas 3D79X 3100.6 2737.6 3100X 988X
FT-SE MW 260 3478.9 3480.8 3495.7 351 IX 35133 3494.7 35163 28763 3513J 13764
FT-SE-A3S0 1531 .B 1539.0 1544.4 1551X 15S2X 15460 15522 13467 15502 G64X
FT-AAB-Shara 1518.59 1525.09 153a09 1537.21 1537.57 1527.83 1537.57 108613 1537 57 61.92

FT-SE Eurofrrack 100 1283.60 1302.75 1305.63 1319X6 130915 129648 1319.96 1063.02 1319.98 900.45

FT-SE Eunrtrack 200 1384X7 1385.48 1385.51 1396.45 1397.86 1384.05 1397X8 1144.79 1397.66 938.62
FT Ordinary 2390.7 2401.4 2403.1 2414X 2413X 2393X 2414X 2124.7 2+14X 49.4

FT Gowammont Sees. 102.02 102.16 102.56 102.49 102.16 101.45 102X6 93X8 127.40 49.18
FT Rxed tatnist 124X7 124X6 126X0 124.51 124,03 123X0 125X0 106X7 125X0 50.53

FT Gold ROMS 178X 18BX 19a7 194.6 1863 193X 249X 60.0 734.7 43X

LONDON SHARE SERVICE

BRITISH FUNDS BmnSH FUNDS - Cont BRITISH FUHDS - Cant
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1.425
1.4S0
1.475
1.500
1.523
IJ50
1.575
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10.07
7J9
621
2.P8
124
035
OJOB

can
Oct Now

9.90 094
7.67 7.97
072 6.12
3.97 4^2
2J3S 120
1-56 2-22
DJO 1.47

Dec
10.01

8.09
8.41

4^0
IN
£64
1.90
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Oct Now Dec
aio 0X8 1.03

am 648 1X1 1.59

0.07 0.68 1.62 2X4
0X9 1.62 2X0 3XS
1x1 2X8 3X5 4.47
2X8 4.17 5.13 MS
4.75 5X9 6X6 7X0

Provisos days open tot CaUa 702JJ74 Puts S81391(Afl aerendea)

PrS toft vrtume: CaBa 30J911 Puta 36670 (AJI cunenctes)
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TELFORD
25™ BIRTHDAY

Tie Financial Times plans to publish this survey on

Monday 13th December
REVIEWING THE PROGRESS AND FUTURE OF

Telford on this special day

Telford has the largest concentration of Japanese Industry

located in any town In Europe, as well as many successful
companies from all over the, world.

. ^
This success story will be of particular interest to 139.000 senior

businessmen in the UK alone win read the weekday FT.
To find out how to reach this important audience with your
services, expertise and products, and to wish Tetford a Happy
Birthday, rail

PaulM lefVerls

Tel: 021-454 0922 Fax: 021455 0863
George House, George Road

Edgjbastnn,

BJrmir^nam B15 IPG

• Data soice; awCBTdfih Business Suneyl993

FT SURVEYS

This week’s topics:

Honda: Can It Get Back On Top?

Britain's Mobile -Phone Madness

Sweden: A Corporate Rebound

Japan Talks Deregulation At Last

NAFTA: Free -Trade Fracas

(For subscriptions: From UK call 0628 23431)

Now available at your newsstand!

BusinessWeek International

14, av d'Oachy, CH-1006 Lausanne Tel. 41-21-617-4411

For subscriptions call UK 44-628*23431 Hong Kong 852-523-2939
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Into extra

time
in Japan
Gary Lineker, former England
footballer, talks to

Charles Leadbeater

T he man widely The most striking tl

regarded as The about Lineker is bow per

Greatest Living able and modest he is.

Englishman hobbled beneath his apparently elT he man widely
regarded as The
Greatest Living
Englishman hobbled

around the corner. He deliv-

ered a melting smile and
offered to buy me an orange

juice in the canteen.

"Oranju jusu, futatsu," he
asked in impeccable beginner's

Japanese. When the canteen
manager refused to take his

yen in payment, he remarked
quietly: “That's nice - free

orange juice.'
1

An international sports

superstar, earning thousands
of pounds a week as the best-

paid foreign player in the Japa-

nese soccer league's first sea-

son, he is still pleasantly sur-

prised at getting a free orange
juice. The answer to my main
question was already becoming
clear before I had asked it:

Gary Lineker really is a charm-
ing person.

And even limping with a bro-

ken toe. and dressed in drab
blue jeans and T-shirt, he man-
ages to look good, horribly

good. Tanned and muscular,
with deep brown eyes, slightly

greying temples and almost
always smiling broadly, he has

become a household name in

Japan, even though his bad toe

has kept him out of the game
for most of the seasou.

Tbe 32-year-old striker’s first

serious injury has been a big

frustration. He has sat on the

sidelines as the J-League has
taken off, and watching foot-

ball has become Japan's most
fashionable pastime with
crowds of up to 60,000 a game,
while his team Nagoya Gram-
pus Eight has fallen towards
the bottom of the league and a
clutch of unknown Brazilians

has taken their team to the top

of the table.

Yet. for all that, and in spite

of Japan’s often torrential sum-
mer rain, the move from Lon-
don's Tottenham Hotspur has
reinvigorated the man who
came within one goal of Bobby
Charlton's record of 48 goals in

an England shirt

“To be honest I have been
surprised that the standard has
been so high. There are no neg-

ative aspects to the game.
Everything is so positive,” he
explained.

Lineker’s excitement is due
not just to the J-League's early

popularity. It is more than
that. Japan, a land where for-

mal good manners are the
norm, and Lineker, known as
the politest man in British
sport, were made for one
another.

.•v

Heretical thoughts

on currencies

T
he blowing apart of

the European
qrehangg rate mecha-

nism last month was

the second failure of a fixed,

but theoretically adjustable,

exchange rate system in 25

years. In the immediate post-

war decades the US was the

proud anchor of a global ver-

sion of the ERM known as the

Bretton Woods system. It

broke down for painfully famil-

iar reasons. The US failed to

keep inflation under control in

the late 1960s. thus undermin-

ing the existing set of
exchange rate parities. The
strains were magnified by the

growing mobility of interna-

tional capital - small by
today's standards but still a
destabilising influence.

As both the US mid Germany
have filled to provide the sta-

bility required of anchor
nations, and as no other
anchors are in sight, should
the world's monetary authori-

ties accept that floating rates

are here to stay? Most US econ-

omists would say Yes. With
$900bn of foreign exchange
transactions occurring daily,

they believe governments can-

not hope to do more than influ-

ence the pace of currency
adjustments through shrewdly
timed interventions, such as
the US move last month to sup-

• 1 .

The most striking thing
about Lineker is how person-

able and modest he is. Yet
beneath his apparently effort-

less politeness, he is extremely

controlled. Words are carefully

weighed, judgments are mea-
sured and rare criticisms are

usually indirect.

Lineker admits to loving

football. Yet by the end of his

career with Spurs his motiva-

tion for league games was flag-

ging. The move to Japan,
where stadiums are packed to

capacity with noisy, flag-wav-

ing crowds of mainly young
people, has revived him.
“The crowd are what make

it," he explained. “Wherever
we play the grounds are sold

out and colourful. The greatest

thing is that the crowd is not

at all cynical. Because it is all

new to them, they think the

whole thing is exciting. Even if

you are losing three-nil they

still get behind you. and to be
honest I have found that really

refreshing. It is much easier to

motivate yourself here.”

The Linekers - wife Mich-
elle. eldest son George (recov-

ering from ieukaemia) and
recent arrival Harry - are set-

tling well in industrial Nagoya,
three hours south of Tokyo.
“Culture shock is lots of lit-

tle things," reflected Lineker,

who also played in Spain for

Barcelona in the mid-1980s.

“We do most of the same
things we did in F.ngianri- eat

out. see friends. Living here
has been great, a once in a
lifetime opportunity.”

His travails with Japanese
(he speaks Spanish fluently)

make his work more difficult,

even though most of the termi-

nology of Japanese soccer -

“shootoh", “offu sidoh" - is

borrowed from English. Lan-

guage apart, Lineker said that

working for a Japanese com-
pany - Grampus Eight is the
Toyota works team - was not
much different from working
for a British one.

“You have to be very patient

and explain things, and accept
that sometimes they will not
listen; they do things their

way. We train a little longer

than in England but not as
intensely. There are far more
people in the club office, but
that is one of the ways they
keep down unemployment."
The J-League's success has

done more than renew Linek-
er’s enthusiasm. It has also
given him a wider perspective

on the shortcomings of the
English game.
As England prepares for
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‘It is much easier to motivate yourself here*
Wednesday’s match against
Poland, which could mark its

exit from the World Cup,
Lineker has some advice about
how the English game should

be restructured to make it

more internationally competi-
tive - although, as usual, the

criticism was delivered by
implication.

“Here they are prepared to

listen to players and managers,
which is certainly something
they could learn from in
England."
The explanations for

PERSONAL FILE
I960 Bom, Leicester.

1976 Joined Leicester City.

1986 Began three seasons in

Barcelona
1988 Won Golden Boot Award

for highest goalscorer in

Mexico World Cup Finals.

1989 Joined Tottenham Hot-
spur.

1991 Baby son George con-
tracted leukaemia.

1992 Ended England career with

60 caps as second highest

scorer ever.

1992 Joined Nagoya Grampus
Eight

England's demise moved
Lineker to the boundaries of

his world of carefully chosen,

diplomatic phrases. There were
hints of bitterness about the

unhappy end to his own career

(he was substituted in his final

game for England) and even a
touch of injured pride, if not
self-interest: “It is hard to see

us qualifying [for the World
Cup I, and that would be a big

blow to the game. Things look
pretty bad.

“I just think that we have to

bring back the best players

who have been dropped. We
have proved beyond doubt now
that you cannot compete at

international level unless you
play your best 11 players. At
that level it is not about hus-

tling people and winning the

ball all day long, you have to

have a bit more than that”
He would not say that he

should still be playing for

England, but remarked: “We
showed in the 1990 World Cup
that we could compete with
the best in the worltL That all

seems to have been tossed

aside too soon.”

He does not lay all the blame
at the door of Graham Taylor,

the little-loved English man-
ager. The root of the English

game's troubles were in the
way youngsters learnt to play,

Lineker said.

“We will never be as techni-

cally gifted as other countries

until we change the size of
pitches our kids play on. They
play on massive pitches, so
they are taught to boot the ball

as far as possible to get it to

the other end. In other coun-

tries. Germany and Holland,
they deliberately play on
smaller pitches so that they
learn how to pass.

“If we banned youth football

on big pitches, then we might
start competing internationally

with consistency, rather than
occasionally."

The professional game also

needed reorganisation, he
argued- “We have to cut down
the amount of football we play,

because we just get lots of inju-

ries. The quality of the game
suffers, players are never
fresh. In the Italian league
they play fewer games, the
players are fresher, quicker, 1

better. We should get rid of one :

of the cup competitions and
|

cut the league down to 18 1

teams.” I

Viewed from Japan, the
weaknesses of English football

are very much the traditional

weaknesses of British industry:

a reliance on high-volume.

EC’s northern exposure

W rangles between price of drink on dry land countries would become net officials, businessmen
Brussels and the would felL But people are not contributors to the EC budget, even trade unionists w
Nordic countries cheering on the EC negotia- Brussels should not fund some not think the three woi
over their aPDlica- tors. Rather, the three Nnrriir nf these cnhsirtipfi hist as it did better off inside than 0W rangles between
Brussels and the
Nordic countries
over their applica-

tions to join the European
Community are likely to be the
subject of a growing number of
newspaper reports in the next
few months.
As negotiations get down to

the toughest issues - particu-
larly the demand for special
treatment for the Arctic
regions - doubts may be raised
about whether agreement can
be reached. From the EC point
of view, a serious question
remains: do the Nordic coun-
tries - Finland. Norway and
Sweden - really want to join
the Community?
There is no easy answer.

Consider the following exam-
ple: few harbours in Europe
outside the English channel
are as busy with passenger
ships as Helsinki, the capital of
Finland. Every day, liners with
unlikely names like Cinderella

manoeuvre in and out of the

small port, dwarfing the rocky

islands that guard the
approaches.

Some head south for Tallinn
,

plying a fast-growing trade
with Estonia. The biggest and
sleekest glide westwards
towards Stockholm. Some pas-

sengers on board are genuine
travellers, preferring the over-

night journey by sea to the

high cost of flying around the

Nordic region. But many are

simply along for the cruise.

Finns, Swedes and Norweg-

ians enjoy these Baltic jaunts

chiefly because they can stock

up on duty-fine booze. Drink

on board is a good deal cheaper

than in their state alcohol

monopolies.

The EC wants to break these

monopolies. If it succeeds, the

price of drink on dry land countries w
would felL But people are not contributors
cheering on the EC negotia- Brussels shoi
tors. Rather, the three Nordic of these subs
governments are resisting such for disadva
changes because of the politi- rural areas 1

cal influence still wielded by the Common
their respective temperance Scepticism
movements. societies thal

Perhaps it is not such a para- siders has In

dox. In their different ways, the recent di

the Finns. Norwegians and Community.
Swedes are proud and jealous confusion ov
of their way of life and the treaty, curre
prosperous, welfare societies sion and, not
they have created against the EC- response
climatic odds - even if the Yugoslavia, 1

recession has put them under hardened ag»
severe strain. nity, just as i

For instance, in Norway, of the rnembt
fishing ac-

counts for only
a tmy proper- If the Community
domestic prod-

were in a more
uct and em- upbeat phase, a
ploys only a Yes vote multi he
small fraction

Ies vuie 0,111,1 oe
of the work- easy to attain
force. But fish- mmmmmm—mm
mg and the sea retain an ments, parti

unshakeable place in the Oslo and Hi
national identity. Fishing adopting a x

makes up, in the memorable the negotial
metaphor of an adviser to promised to I

Prime Minister Gro Harlem before malic
BrundtJand. 30 per cent of sion on acres
political GDP. The issue of EC worried thal

fishing quotas is. therefore, unless they 1

much more than just a ques- struck a bar
tion of fish stock management Mr Bsko A]

and fishermen’s income. prime rntofe

Likewise, the argument that rurally based
food would become cheaper divided over
and choice wider if protection the Comma
and subsidy for Arctic and sub- adopt a "nort
Arctic farmers were disman- In spite of s

tied, cuts little ice with a Nor- could be a m
die public that has tradition- to conclude
ally been willing to pay a price countries do
for sustaining the population membership:
in remote areas. People do not exception of I

understand why, as all three to find senii

countries would become net

contributors to the EC budget,

Brussels should not fund some
of these subsidies just as it did

for disadvantaged southern
rural areas when they joined

the Community.
Scepticism towards the EC in

societies that are wary of out-

siders has been reinforced by
the recent disarray within the

Community. Confronted by
confusion over the Maastricht

treaty, currency chaos, reces-

sion mid, not least, the woeful

EC' response to war in former

Yugoslavia, public opinion has
hardened against the Commu-
nity, just as it has within many
of the member countries.

Opinion polls

. show the No
omimity camp in a clear

a more kad Norwaya more and Sweden
inase, a and, at best,

amid be
attain land. The three

Nordic govern-

ments, particularly those in

Oslo and Helsinki, are thus

adopting a muscular pose in

the negotiations. Each has
promised to hold a referendum

before making the final deci-

sion on accession, and they are

worried that they will lose

unless they are seen to have

struck a hard bargain. Hence

Mr Bsko Aho, the Finnish

prime minister, whose own
rurally based Centre party is

divided over the EC, talks of

the Community having to

adopt a “northern approach”.

In spite of such utterances, it

could be a mistake for the EC
to conclude that the Nordic

countries do not really want

membership. With the possible

exception of Norway, it is hard

to find senior policymakers.

officials, businessmen and
even trade unionists who do
not think the three would be
better off inside than outside

the EC. The prospect of break-

down in negotiations tends to
induce a collective shudder.
There is a dear undercurrent

of anxiety over the possible
oonsequences of being left out
- of the north becoming a
dead-end street, as one Swede
put It A recent Finnish study
showed that T7 per cent of vot-

ers thought Finland would
soon join the EC. suggesting a
belief that there is no practical

alternative. Many people
throughout the region say that,

if the Community were in a
more upbeat phase, as it was at

the end of the 1980s, a Yes vote

would be easy to attain. There
remains the faint suspicion
that the Community,
exhausted by the events of the

past 13 months, is ambivalent

about enlargement
If the leaderships on both

sides are sincere In their

expressions of mutual commit-
ment to the goal of Nordic

accession, they are doing a
poor job of getting the message
across to the public. An
impression of distrust will

grow if the autumn round of

negotiations proves as difficult

as predicted.

Instead of allowing attention

to be focused on disputes over
subsidies per head of reindeer,

political leaders should try to

rejuvenate the vision of the
Nordic countries taking their

place in the expanding family

of European nations. Perhaps

an EC-Nordic summit on board

a Baltic cruise liner would do
the trick.

Hugh Camegy

poorly marketed products of
j

port the dollar.

variable quality and limited Free market economists are

innovation, which require play- comfortable with floating rates

ers of great strength but because they regard the

only middling skills, exactly exchange rate as a price: the

the qualities both the indus- price of one money in terms of

trial and football training

systems are designed to

deliver.

Lineker disavowed any ambi-
tions to return to England as a
football manager after bis two-

year stint with the Nagoya
team. Yet. after his experience

of the J-League success, he
could emerge as an eloquent

critic of the way the British

game is ensnared by the medi-

ocrity of much of its manage-
ment. “It would be nice to put
something back into the game,
some of these ideas. But that is

very difficult in England
because they do not tend to

listen to players. Maybe it trill

change one (toy. but they are

not receptive to new ideas."

ag others. They see the case for

to flexible rates as part and par-

J

cel of the general argument for

bi-
}

flexible prices. Since govem-
1 a ; ments have no means of dis-

0-
|
covering what constitutes a

i*a
j

correct or “equilibrium”
ce

j

exchange rate, they should not

he I attempt to dictate to markets,

nt
j

Price rigging inevitably creates

sh distortions, whether the mar-
ii- I ket is for fish, coalminers or

re-
j

the pound sterling,

ut ; This argument is actually

Le.
]
less strong than it appears,

is
•;

The essence of market meeb-
ld anisms is that they are tailored

to to the different circumstances
ill ! of particular economic agents,

re • All real prices are the prices of
1 darticular commodities and

Of and /ob&Hg the Pdiknn's fond.

See hew street!y he puts your word onto bond.
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JOTTER PAD

CROSSWORD
No.8,246 Set by GRIFFIN

ACROSS
1 Replaced herd or bought a
pedigree animal (12>

10 Leaderless gang takes
Heather fishing (7)

11 Make damp site better in a
halfday (7)

12 Front bulb, alight but doll (5)

13 Uproar caused tribe to leave

old dty (8)

15 Had any wide wheels placed

out of sight (6.4)

16 Check one taken from site by
motorway (4)

13 Silly craze rejected last night

14)

20 Conservative leader abandons
argument - that's a change?
(10)

22 Person responsible for buzz-
ers (8)

24 Deserve backing of weary
Frenchman (5)

26 Point to very good preserve
for gourmet (7)

27 Oriental cooks tease sailors

O)
28 Distinguished egghepd takes

it to be an island (5,7)

DOWN
2 Hollow-eyed witch has to pull
up (7)

3 Check pipe overturned by ani-
mals (8)

4 Strong desire to drive (4)

5 Put down for a duel rm hit
badly (10)

6 Taking shower said what
Queen should do (5)

7 City editor returns to it

around mid-afternoon (7)
8 Stupidly decry broth as a

source of food and energy (13)
9 Tracing Mini in crash thereby

indicating guilt 03)
14 Golf scores sent round to fil-

er’s home (6,4)

17 Animal group order abeep to

be raised first (8)

19 Sick fellow first to find fault

CO
21 National airs transposed by

Samuel's teacher (7)

23 Wake up or take up exercise

(5)

25 Finding bearing during ser-

vice raised alarm (4)

MICHAEL PROWSE
on

AMERICA

services. Aggregate price indi-

ces - such as the consumer

price index - are statistical

constructs with tittle economic
tnftftQing

Consider what happens
when the exchange rate is

devalued by. say, 5 per cent. At

a stroke all domestic prices are

reduced by this amount in

terms of foreign currencies.

The pTfinnTTiio. circumstances of

every exporter are miracu-
lously improved. The gains are

reaped by efficient and ineffi-

cient alike. This is more like a

government decree abruptly
changing all prices than a true

market mechanism.
Compare this with what hap-

pens with fixed exchange rates

- when the value of one money
in terms of another is held

steady. Since currency move-
ments have an economic
impact only by changing the

ratio of domestic to foreign

prices, all the benefits from
devaluation (or revaluation)

can still be reaped by changes

in domestic juices. If domestic

prices fall by 5 per cent, they

will fell by 5 per cent in foreign

currency terms without any
change in the exchange rate.

The difference, of course, is

that not all prices would fell by
the same amount. If trading

conditions abroad were tough,

efficient companies would
reduce costs more rapidly than
the less efficient, deservedly

gaining market share in the
process. The impact of these

cost changes would then filter

unevenly through the whole
domestic economy.
When free market econo-

mists hail the virtues of flexi-

ble exchange rates, they are
implicitly accepting the
Keynesian dogma that domes-

tic prices (and wages} are irre-

trievably sticky. They need to

wave the macro wand of the

exchange rate only because the

micro economy is inflexible.

Yet since the efficiency of a

market system depends on the

flexibility of prices and wages,

this is a dangerous concession.

Why should the public

always be deemed incapable of *
accepting the fact that flexible

“

prices are good for everybody

in the long term, even if the

need for occasional falls in

individual prices (or wage

rates) requires a temporary
sacrifice by some groups? In

the 19th century felling prices

was regarded as perfectly nor-

mal, and not as a harbinger of

doom; if productivity is rising

they are not inconsistent with

rising real wages and profits.

Flexible rates are very much
a second best solution. They

rarely bring lasting benefits:

the dollar has been devalued 60

per cent against the D-Mark
and 70 per cent against the yen

since 1968. without a conspiru-
.

ous improvement in the US £
trade performance. Yet the

wild gyrations of flexible

exchange rates impose signifi-

cant costs, because they under-

mine the ability of producersof
real goods and services to plan

for the long term. It is no acci-

dent that protectionist pres-

sures began to intensify after

the collapse of Bretton Woods
in the early 2970s.

Creating zones of currency

stability will never be easy.

But the success of the 19th cen-

tury Gold Standard suggests

that fixed rates are compatible

with the kind of economic
strains experienced today. Cap- 1

ital was highly mobile that

and big economic shifts

occurred, such as the rise of

Germany as a manufacturing

power. But the credibility of

the Victorian commitment to

low inflation, irrevocably fixed

exchange rates and flexible

domestic prices and wages
were indispensable props. The
fact that we have to rely on the

blunt instrument of floating

rates today should be seen as a

mark of failure, a sign that the

commitment to market princi-

ples is still very partial in most
countries.B IX and GOLD
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